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THE END OF THE GOLD BLOC. 


ITH the long-expected devaluation of the French franc 
early on the morning of Saturday, September 26, the 
era of currency disequilibrium, which was inaugurated just 
over five years ago by the depreciation of the pound sterling, entered 
a new phase. Indeed it might seem that, now that the major 
currencies are free to find their natural levels, that era is already 
at an end. There must, however, be a transitional period before 
complete stability is achieved. The United States President still 
has power to devalue the dollar by a further 10 per cent.; the 
French and Swiss francs can legally fluctuate over a nearly equally 
wide range; whilst there are no limits at all laid down for the 
movements of the pound sterling or the guilder. On the other 
hand the outlook is favourable in that the devaluation of the 
franc was accomplished in a spirit of international co-operation 
such aS was conspicuously absent both in September, 1931, and 
in April, 1933. Moreover, each of these five chief financial centres 
is now equipped with material protection against undesirable 
exchange fluctuations in the shape of an Exchange Equalization 
Fund on the model of that established by Great Britain in 1932. 


















I 


Simultaneously with the decision to devalue the French franc 
by between 26.0 per cent. and 35.2 per cent., there was published 
on September 26 a joint statement by the Governments of the 
United States, Great Britain and France. The three Powers 
declared themselves convinced that their common desire to safe- 
guard peace and restore order in international economic relations 
could best be secured by continuing the “ two-fold policy’ of 
having full regard for the requirements of internal prosperity, and 
of maintaining stable exchanges, “ avoiding to the utmost extent 
the creation of any disturbance by American or British monetary 
action.’” They would “ continue to use the appropriate available 
resources’ in order to minimize exchange disturbances arising 
from the devaluation of the franc. The development of inter- 
national trade and particularly the relaxation of quotas and 
exchange controls was regarded as essential to the success of the 
new policy. Finally, the co-operation of other nations was 
solicited ; and competitive exchange depreciation was strongly 
deprecated. 


The appeal for co-operation by other countries was not im- 
mediately successful. On the morning of September 26 both the 
remaining bona fide members of the gold bloc expressed their de- 
termination not to follow France’s example. But they began in 
consequence to lose gold so rapidly that the Swiss Government 
reversed their decision at mid-day, whilst the Dutch Government 
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felt compelled to follow suit at midnight. On the foliowing day 
the gold value of the Swiss franc was fixed at between 26.0 and 
34.5 per cent. of its former parity. On September 29 it was 
officially stated that the free movement of gold would be main- 
tained, that an Exchange Equalization Fund would be created, 
and that the Swiss franc would follow a course roughly 10 per 
cent. above that of the pound and the dollar. The Swiss franc 
(like the French franc) has thus been devalued; the guilder, on 
the other hand, has simply been allowed to depreciate, and 
according to Dr. Colijn, will remain a ‘‘ managed currency ’’ for 
the present. An Exchange Equalization Fund has been created, 
and the export of gold from the Netherlands is prohibited except 
by special certificate. On October 8 the Czechoslovak crown, 
which had already been devalued by 16 per cent. in February, 
1934, was devalued by a further 13.3—18.7 per cent. Meanwhile 
Greece, Turkey and Latvia had tied their currencies to sterling, 
this involving for Latvia considerable devaluation. 

The position of Germany, Italy and Poland was until recently 
similar in that all three countries had over-valued currencies 
maintained by exchange restrictions. The attitude of Italy to 
the Three-Power declaration was for some time obscure. Signor 
Mussolini’s personal pledge at Pesaro in 1926 to maintain the 
value of the lira at all costs was obviously embarrassing. The 
Italian Stock Exchanges were closed at first for two days and then 
indefinitely. An emergency Cabinet meeting was held on Sep- 
tember 29. Finally, on October 5, the lira was devalued by 41 
per cent. ; simultaneously the special import duties of 10 per cent. 
on coal and coke, and 15 per cent. on other materials, were 
abolished. Speaking for Germany, Dr. Schacht commented rather 
coldly upon the new move. The devaluations of the gold bloc had, 
he maintained, increased rather than diminished exchange in- 
stabilities ; and in any case Germany had to maintain exchange 
controls so long as she was burdened with the debts arising out 
of the “injustices of Versailles.” Nevertheless, Germany would 
be willing to take part in negotiations aiming at a free system of 
international trade and payments, on the condition of the preserva- 
tion of national interests. Should an international agreement of 
a more far-reaching kind than the Three-Power Agreement prove 
possible, Germany would consider changing her currency policy. 
The German position is clearly complicated by the numerous 
varieties of mark in existence. Those used for export purposes 
are most of them already considerably depreciated. 

As regards Poland, it was announced on September 27 that 
the French decision would have no effect on the zloty. It was 
further stated on October 2 that there would be no change in 
monetary policy. Similar negative pronouncements have come 
from Austria (who devalued in 1933), and from Hungary. In 
fact, the only country to give an unconditional welcome to the 
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Three-Power declaration was ‘Belgium, whose devaluation in 
April, 1935, had been so singularly successful. 

Finally, the sale by the U.S.S.R. of {1,000,000 in New York 
on the first day of the agreement was interpreted by Mr. Mor- 
genthau and others as an “ unfriendly act ’’; but it seems more 
probable that the sale of this comparatively small sum was, as 
subsequently stated by the Russian Government, a routine business 
transaction for the purpose of making a dollar payment in Sweden. 

[he decision to devalue or depreciate the national currency 
was received with little opposition in Switzerland and the Nether- 
lands—and also, of course, in Italy. Indeed, the news was so 
calmly received in the Netherlands that the Stock Exchange was 
permitted to reopen after one day instead of the two originally 
decreed. In France, on the other hand, the Government met 
with a surprising degree of opposition. The difficulty arose 
originally from the strong prejudice of the Communists against 
devaluation, on the ground that it would cause a rise in prices and 
the cost of living. For in order to win Communist support 
the first draft of the Devaluation Bill provided not only for a 
revaluation of the franc, the establishment of an Exchange 
Equalization Fund, the appropriation by the Treasury of the 
profit on the gold reserve, an embargo on the export of gold with- 
out licence, and the compulsory declaration of gold holdings and 
of exchange operations between September 20 and 26, but also 
authorized the Government to institute a sliding scale for wages 
to vary with the cost of living. This last provision the Radicals 
refused to accept; and it was only after the sliding-scale clause 
had been replaced by a clause giving the Government power to 
limit prices by decree until the end of the year that the Devalua- 
tion Bill was passed by the Chamber on September 29 by 350 votes 
to 221. The Communists were eventually satisfied by the new 
provision ; those voting against the Bill consisted of the Right 
and Centre, and 11 Radicals. But even the general power to 
restrict prices by decree was too much for the Senate, which 
replaced it by a clause empowering the Government to prevent 
price-raising based on the pretext of devaluation unless it were 
shown to be the result of an increase in the cost of imported goods. 
rhis amendment was promptly rejected by the Chamber, which 
re-voted its own version of the Bill. 

The impasse seemed complete ; the possibility of a change of 
Government was discussed. Eventually, however, a compromise 
was reached, whereby the Senate’s amendment was accepted, but 
the Government was also empowered, in the event of a notable 
increase in the cost of living before the end of the year, to establish 
compulsory arbitration for six months to deal with labour disputes 
connected with collective wage contracts and caused by the rise 
in prices. The Government was also given conditional authority 
to revise the prices of agricultural produce subject to taxation. 
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In this form the Devaluation Bill was passed by both Houses 
on October 1. On the following day the Stock Exchange was 
reopened and the Bank Rate reduced from 5 to 3 per cent. On 
October 3 the devaluation of the franc was followed up with 
remarkable promptness by the abolition of 105 of France's 759 
import quotas, and the modification of duties on finished goods 
by 15 per cent., on semi-manufactured goods by 17 per cent., and 
on raw materials by 20 per cent. The international value of this 
modification of tariffs and quotas is clear. Internally, it has the 
obvious merit of counteracting undesirable rises in prices. 


II 

Before proceeding to discuss the possible consequences of these 
recent developments it may be of interest to recall the leading 
features and events of the currency history of the past five years. 

Long before September 21, 1931—indeed, ever since Great 
Britain’s return to the gold standard in 1925—it had been widely 
recognized that sterling was overvalued, perhaps to the extent of 
Io per cent. Attempts to adjust British costs and prices to the 
high gold parity of sterling had met with serious obstacles— 
notably the General Strike in 1926. Yet this parity was painfully 
maintained for several years; it was only the unprecedented 
world economic depression which set in after 1929 which made 
the position untenable. Two consequences of this depression 
were particularly disastrous: the sudden “ freezing ’’ of perhaps 
£90-100 millions of short-term British loans in Germany at the 
end of July 1931; and the accumulation by the Unemployment In- 
surance Fund of a debt which amounted to £86 millions by June 8, 
and was increasing by {1 million every week. The £130 millions 
rapidly borrowed from the Federal Reserve Banks and the Bank 
of France proved insufficient to maintain the gold reserves of the 
Bank of England, which lost over {200 millions in two months. 
On September 21 Great Britain left the gold standard. The pound 
sterling was not devalued; it was left free to depreciate to its 
natural level. But some check was placed on purely speculative 
movements of the exchanges by the establishment of an Exchange 
Equalization Fund in April, 1932." 

The depreciation of the world’s leading international currency 
was bound to have widespread effects. The commercial and 
financial life of many countries was completely bound up with 
that of Great Britain. Over 60 per cent. of Denmark’s exports, 
for instance, are taken by Great Britain ; in the case of New Zealand 
the proportion has on occasions reached go per cent. In con- 
sequence a considerable number of countries decided to allow their 
currencies to depreciate in sympathy with sterling. A “ sterling 
bloc’ was spontaneously created, including notably Great Britain 





(1) This Fund originally consisted of {150,000,000, but in May, 1933, it was 
expanded to £350,000,000. 
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and her dependencies, the British Dominions (except Canada), 
India, Scandinavia, Finland, Argentina, and Portugal.’ Certain 
of these countries depreciated their currencies further than sterling 
either before September, 1931 (Australia, New Zealand), or after 
(Denmark) ; whilst the South African pound was maintained at 
its old parity until early in 1933. In the main, however, the 
fuctuations of these currencies have corresponded closely with 
those of sterling. 

The increasing prosperity enjoyed by the sterling dloc is a well- 
known fact. But it is worth pointing out that the advantage of 
depreciation has proved to lie, not so much in the stimulation of 
exports, as in the low interest rates made possible by the elimina- 
tion of external strain on the Central Bank’s reserves. The great 
advance made by the countries with depreciated currencies as 
compared to the “ gold’ countries is shown pre-eminently by 
the indices of industrial production, which reflect the rapid 
development of the internal economies of these countries under 
the stimulus of ‘‘ cheap money.”’ 

Second only in importance to the depreciation of sterling was 
the totally unexpected departure of the United States from the 
gold standard on April 19, 1933. This was an act of deliberate 
policy designed both to raise American prices and to depreciate 
the dollar to the same extent as sterling. Some difficulty was 
experienced in attaining these objects, and in October, 1933, an 
attempt was made to hasten the process by purchasing gold at 
artificially high prices, Eventually, on January 30, 1934, the 
Gold Reserve Act was passed whereby the dollar was officially 
devalued by between 40 and 50 per cent., and an Exchange 
Equalization Fund of $2,000,000,000 was established out of the 
profit on the revaluation of the gold reserve. Since that date the 
dollar has been maintained at 59.05 per cent. of its former value, 
but the President has power to devalue by a further 10 per cent. 
at any moment. With the passage of the Gold Reserve Act 
comparative stability in the foreign exchanges was again established ; 
but not before the President of the United States had delivered 
the coup de grace to the World Economic Conference in July, 1933, 
by his refusal to discuss such “‘ old fetishes of so-called international 
bankers ’’ as exchange stabilization. 

The next object of the President’s attention was silver. The 
purpose of the Silver Purchase Act of May 19, 1934, was to secure 
that one-quarter of the monetary stocks of the United States were 
in the form of silver, as against three-quarters in gold ; the President 
was therefore authorized to nationalize ali silver stocks in the 
country (which he did on August 19, 1934), and to secure the 
balance required in order to establish the 1: 3 ratio by purchases 


> ae In December, 1933, Japan, too, linked her currency with sterling; and 
in November, 1935, China finally abandoned the silver standard and joined the 


sterling group. 
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in the open market. Even on the basis of the gold stocks then in 
the country, the establishment of the new ratio involved a trebling 
of the silver stocks ; and as gold continued to flow into the country 
throughout the next three years the quantity of silver required 
rose also. The continued large-scale purchases by the United 
States Government caused a record rise in the price of silver which 
collapsed as soon as the official support was withdrawn (in Decem- 
ber, 1935); and it had the still more serious consequence of 
draining away China’s silver stocks and eventually, in November, 
1935, of driving her from the silver standard into the sterling 
group. 

Apart from the Sterling Bloc and the United States many other 
countries either devalued or depreciated their currencies after 
1931. Of these perhaps the most important were Japan, Czecho- 
slovakia and Belgium. The yen fell heavily throughout 1932, 
but in December, 1933, it was linked to sterling after having 
depreciated by over 60 per cent. In February, 1934, Czechoslovakia 
devalued by only 16 per cent. ; it was soon clear that this was 
insufficient, and following the fall of the gold bloc the Czechoslovak 
crown was again devalued, this time by 13.3—18.7 per cent. The 
Belgian devaluation of March, 1935, was of exceptional importance 
since Belgium was the first fully-qualified member of the gold bloc 
to give up the struggle. 

The recognized members of the original gold bloc were France, 
Belgium, Italy, the Netherlands, Luxemburg, and Switzerland. 
Italy was only a member by courtesy, since the value of the lira 
was in some degree controlled throughout the period. In the 
middle of 1935 a “ black bourse ’’ in lire developed, and even the 
official lira depreciated slightly ; later there appeared a “ tourist 
lira ’’ at a discount of over 30 per cent. A much better claimant 
for membership was Poland, who remained on the gold standard 
until April, 1936, when exchange restrictions were imposed. Still 
less qualified than Italy was Germany, who, by an unexampled 
complex of exchange restrictions, developed a whole series of 
“blocked marks ’”’ of which no fewer than thirteen varieties were 
recently identified by the British Commercial Counsellor in Berlin.’ 

The determination of the gold bloc countries to maintain the 
gold parities of their currencies in spite of the severe deflation 
required in order to bring their prices into line with those of the 
countries off gold was chiefly due to three main causes. In the 
first place, many of them had already experienced a comparatively 
recent devaluation. In 1926 the value of the French franc was 





(1) His list of blocked mark accounts, which “is not exhaustive,” includes 
Free Reichsmark Accounts, Credit Blocked Accounts, Note Blocked Accounts, 
Old Credits, Emigrant Credit Accounts, Securities Blocked Accounts, Special 
Blocked Accounts, Conversion Office Credits, Clearing Agreement Accounts, 
Foreigners’ Special Accounts for Inland Payments (Aski-marks), Register Mark 
Credits, Tourist Special Accounts, and Non-Interest-Bearing Reichsmark Trustee 
Credits. D.O.T. Report on Germany, 1936, pages 31-36. 
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only one-tenth of that of the pre-war franc, and even the Poincaré 
franc of 1928 represented a devaluation of 80 per cent. Switzerland, 
it is true, had never devalued her currency, but that was all the 
more reason for maintaining her unblemished record ; moreover, 
she had had a near view of the post-war inflations in Germany 
and Austria. The second reason was closely connected with the 
first. The devaluations and depreciations of which the Continental 
countries had such vivid memories, had all been caused primarily 
by internal rather than external strains upon their currencies— 
that is to say, by inflation. It had, therefore, come to be assumed 
that devaluation and inflation were inseparable—in spite of the 
contrary example of Great Britain, and later Belgium. The third 
factor was a genuine fear that the benefits of devaluation would be 
nullified by competitive currency depreciation on the part of other 
countries, and by retaliatory tariffs similar to the Compensatory 
Exchange Duties imposed by France on certain countries’ goods 
in 1931. It was the undertaking on the part of the United States 
and Great Britain not to retaliate with such weapons which was 
the vital feature of the Three-Power declaration of September 26. 

In the following table the continued deterioration of economic 
conditions in France and the Netherlands contrasts strikingly with 
the marked recovery in ‘the countries with depreciated currencies— 
notably Japan and Sweden : 


INDICES OF INDUSTRIAL PRODUCTION.* 


Great Nether- 

Average. Belgium. France. Britain. Japan. lands. Sweden. U.S.A. 
1929 . 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
1930 . 88.8 100.4 2.3 94.8 QI.4 99-3 80.7 
1931 : 81.1 88.9 83.8 91.6 79.0 95-4 68.1 
1932 69.1 68.8 83.5 97.8 62.3 90.1 53.8 
1933 ; 71.4 76.7 88.2 113.2 69.1 96.0 63.9 
1934 72.3 71.0 98.8 128.7 69.8 115.9 66.4 
1935 . 80.6 67.4 105.7 141.8 66.3 126.9 75.6 
1936 (aver- 
age for six 
months) .... 74.1 71.6 114.8 144.6 69.8 133-5 82.5 


* League of Nations Monthly Bulletin of Statistics, September, 1936. 


Ever since the dollar followed the pound in 1933, it has been 
clear that the gold bloc currencies must eventually be devalued, 
and each currency in turn has been heavily ‘ beared "’ with cor- 
respondingly violent effects on its gold reserves. The pressure 
was intensified after Belgium had succumbed. In fact, the 
remarkable thing is that the remainder of the bloc succeeded in 
holding out as late as September, 1936. This is particularly true 
of France, where the Government has been faced by acute financial 
difficulties in addition to the wider economic problem. 

The world depression hit France distinctly later than other 
countries, but it did so then with particular severity. Unemploy- 
ment, hitherto virtually unknown in France, grew rapidly; the 
official figures, known to be very incomplete, rose to 400,000 at 
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the end of 1934. Deflation was applied, but insufficiently to bring 
French costs into line with world prices. M. Flandin’s attempt, 
early in 1935, to find a solution by “ reflation without devaluation ” 
soon failed ; and later in the year M. Laval tried the more logical 
method of reducing by decree wages, prices, rents and even the 
interest on Government securities. This policy was both un- 
successful and unpopular, and on assuming office in June, 1936, 
M. Blum reverted to the “ reflationary ’’ methods of M. Flandin, 
The “French New Deal” was certainly calculated to expand 
purchasing power. But it was still more certain to increase costs, 
(Indeed this policy will be a far more potent factor than devalua- 
tion in raising costs when its provisions are fully applied; the 
40-hour week, for instance, has not yet been adopted in any large 
industry save the coal industry). It became clear that the “ Baby 
Bond ”’ issue was not going to coax back any substantial part 
either of the fugitive or of the hoarded capital. The gold reserves 
of the Bank, which had been reduced by 30,000 million francs— 
over one-third—since March, 1935, were rapidly dwindling towards 
50,000 million francs, which was generally regarded as the “ danger 
level ’’ below which the war chest would not be allowed to fall. 
(The subsequent Bank of France Return showed that the Bank 
lost 2,580 million francs in the week ending September 26, as 
compared with 840, 653 and 326 millions respectively in the three 
preceding weeks). On September 23, the Bank Rate was raised 
from 3 to 5 per cent. ; and on September 26, having first obtained 
a guarantee not to retaliate from the American and British Govern- 
ments, the French Government at length took the inevitable step 


of devaluation. 
III 


The following table shows the extent of the depreciation in 
relation to sterling of the chief centres affected by recent develop- 
ments. It also indicates the limits within which those currencies 
can legally fluctuate, assuming sterling to remain at its present 


level :-— 
STERLING RATES OF EXCHANGE. 
Approxi- 
Currency. September 25. October 6. mate Legal Limits 
Deprecia- of 
tion. Fluctuation. 

87—105. 31 26.0—35.2% 
9.36 None 
26.0—34-5% 
41.0—51.0% 
13.3—18.7% 


French Franc 76.25— 76.94 104. 
Guilder ae 7-43— 7-50 9.22— 
Swiss Franc .... 15.42— 15.56 21.25— 21.42 
Lira sees aves 64.25— 64.62 92.75— 93-50 
Czech Crown = 121.37—122.37. 128.00—133.00 


U.S. Dollar .... 5.0I— 5.06 4-90— 4.92 40.0—50.0% 


There is no reason to expect any wide variations from these 
rates in the near future. Purely speculative movements should 





(1) The Czech crown was not officially devalued for the second time until! 
October 8. 
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be easily kept in hand by the numerous Exchange Equalization 
Funds now in existence. In fact, the chief problem is likely to be 
that of securing agreement between the different authorities 
controlling these Funds. An example is the present divergence 
of opinion between the British and American authorities as to the 
proper dollar-sterling rate of exchange. 


The dollar-sterling exchange now regulates, amongst other 
things, the price of gold. There is a fixed buying price of $35 per 
ounce so long as the President maintains the dollar, as he has 
done since January, 1934, at 59 per cent. of its former value. The 
position is complicated by the fact that it is illegal to export gold 
from the United States to countries off the gold standard. But 
it remains true that the sterling price of gold can only fluctuate 
to the extent that the sterling-dollar exchange fluctuates. Prophecies 
of a spectacular rise in the price of gold are out of place. 


Exaggerated statements have also been made about the possible 
deflationary effects of guilder depreciation upon commodity prices. 
It is true that the Netherlands East Indies produce an appreciable 
proportion of the world supply of rubber (38 per cent.), tin (19 per 
cent.), and tea (19 per cent.), and that an expansion of their pro- 
duction under the stimulus of a wider profit margin might be 
expected to lower the world prices. But the Dutch production 
of each of these commodities is regulated by an international 
restriction scheme. The Dutch output of petroleum is not restricted 
in this way, but the proportion is probably too small (3 per cent.) 
to affect the world price. In the case of sisal, coffee and tobacco, 
however, it is possible that the depreciation of the guilder will 
have some adverse effects upon other producers, notably those in 
East Africa. 

Depreciation should stimulate the exports of all the countries 
concerned. Certain British exporters are bound to meet intensified 
competition in consequence. Probably the most serious attack 
will come from French woollen and rayon goods and Swiss 
machinery. But any advance by the former “ gold ”’ countries 
will expand their purchasing power, and this should eventually 
stimulate a compensating demand for British exports, particularly 
coal. France is the largest market for British coal, whilst Italy's 
demand was until recently second only to that of France. 


Such gains will, of course, be all the larger if the opportunity 
afforded by the currency settlement is taken to relax those tariffs, 
quotas, and exchange controls which were primarily designed to 
maintain currencies at artificial levels, and can now only serve 
to keep up prices undesirably. The quota abolitions and tariff 
reductions, announced by the French and Italian Governments 
and promised by the Dutch, Swiss and Czechoslovak Governments, 


are an excellent beginning. 
B.S.K. 
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CHRONOLOGY. 
Abyssinia. 
September 26th.—Petitions to the League from Galla chieftains, 
(See League of Nations). 
September 28th.—The British Consulate at Gore was closed. 
September 30th.—Statement of Abyssinian Legation in London. 


(See Great Britain). 


Australia. 

September 30th.—Mr. Menzies, the Attorney-General, announced 
in the House of Representatives the Government’s proposals for re- 
form of the League, which included severance of the Covenant from 
the Treaty of Versailles, an invitation to Non-member States to suggest 
amendments to the Covenant, the conclusion of regional pacts, and 
provisions imposing the duty on each member to decide for itself 
whether a breach of the Covenant had been committed. 

The Minister for Commerce, Dr. Earle Page, stated that proposals 
for assisted immigration would be sent to the various States for 


consideration. 


Austria. 

September 25th.—Termination of League financial control. (See 
League of Nations). 

September 29th.—The Carlist claimant to the throne of Spain, 
Don Alfonso Carlos, Duke of San Jaime, died in Vienna, leaving no 


heir. It was understood that he had appointed Prince Xavier, of 
Bourbon-Parma, to act as provisional leader of the Carlist cause. 

September 30th.—Major Fey was elected leader of the Vienna 
Heimwebhr. 

October 1st.—Prince Starhemberg held a meeting of the executive 
of the Heimwehr, in Vienna, after which a statement was issued con- 
demning the action of Major Fey and other members, “* whose activity 
was aimed at destroying the Heimwehr,” and demanding a purge 
of the movement. 

October 2nd.—An official communiqué stated that there would 
be no devaluation of the currency. 

Prince Starhemberg’s Press Bureau issued a communiqué stating 
that at a meeting of leaders of the Vienna and provincial Heimwehr, 
Major Fey and Major Fritz Lahr (Vice-Burgomaster of Vienna), had 
been expelled from the Heimwehr, and referring to the conduct of 
Major Fey on the occasion of Dr. Dollfuss’s murder in 1934 as still 
unexplained. 

October 3rd.—The Press was officially forbidden to publish news 
of the split in the Heimwehr for 24 hours. The Politische Korrespondenz, 
the mouthpiece of the Foreign Office, reproduced a communiqué by 
Major Fey, denying the validity of his expulsion from the Heimwehr, 
accusing Prince Starhemberg of lack of interest in that organization, 
and defending himself against the charge of implication in Dr. 
Dollfuss’s murder. In a second statement Major Fey assumed command 
of the Vienna Heimwehr and announced the establishment of new 
headquarters. (A section of the Vienna Heimwehr, under Baron 
Kloss, still remained faithful to Prince Starhemberg). 
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October 4th—The Government issued a communiqué stating that 
Dr. Schuschnigg’s attitude was determined by the fact that the split 
in the Heimwehr was an internal quarrel, and as such did not at present 
affect the public interest. 

One hundred and twenty persons were arrested following a Nazi 
demonstration to welcome a German party returning from Hungary 
through Vienna. 

October 6th—The Under-Secretary for Foreign Affairs, Dr. 
Schmidt, issued a statement drawing attention to the Italian Govern- 
ment’s assurances that the devaluation of the lira would not influence 
trade relations between the signatories of the Rome Protocols (Austria, 
Hungary and Italy). 

Six Spanish Carlists arrived to confer with Prince Xavier, the 
provisional leader of the Carlist Party. 






















Belgium. 
September 24th.—The Journal Officiel published an order issued 
by the Minister of Transport preventing the transport by railway of 
arms and munitions. 

September 25th.—The arrest was announced of a Socialist municipal 
councillor and of the secretary of the Socialist Transport Union at 
Antwerp, on charges connected with the delivery of arms to Spanish 
Government agents. 

September 27th—The Government sent a memorandum to the 
British, French, and U.S. Governments, giving their full adhesion to 
the policy of international monetary co-operation. It was decided 
not to modify the existing monetary system. 

Official visit to Warsaw of the Minister for Economic Affairs. 
(See Poland). 

September 28th.—In consequence of unrest in Socialist and Com- 
munist circles, and of the discovery of many factories from which 
munitions were being sent to Spain, the Government took special 
measures to preserve order. The Corps of Gendarmerie was increased 
by decree from 7,000 to 7,525. 

September 30th.—In the Budget for 1937, revenue was estimated 
at 10,737 million francs, and expenditure at 10,566 million. The 
Finance Minister stated that the French, Swiss and Dutch currency 
devaluation would reduce the charges on the Treasury for exterior 
debts by about 1 milliard francs. 




































Bulgaria. 
October 1st.—Trade agreement with Italy. 


China. 

September 23rd.—Three Japanese bluejackets were shot, one 
fatally, at Hongkew, Shanghai. The district, part of the International 
Settlement, was surrounded and isolated by Japanese troops, who 
took complete control. 

Japanese marines also took possession of part of Chapei, in the 
Chinese part of Shanghai. 

The 19th Route Army withdrew from Pakhoi. Seven Japanese 
warships entered the port, with an investigator to enquire into the 
murder of the Japanese subject. 


(See Italy). 
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September 24th.—The Municipal Council of Shanghai, in an official 
communication, expressed regret for the Hongkew outrage. The 
Settlement Commissioner of Police attended a conference of Japanese 
officials on board the flagship Idzumo. The Japanese Consul-General 
called on the Mayor of Greater Shanghai to urge the necessity of the 
protection of Japanese subjects. 

Four hundred Japanese marines were landed at Shanghai, and 
the Japanese admiral issued a warning to the population to keep cool, 
explaining that the measure was taken in self-defence for the protection 
of nationals. 

The Foreign Office spokesman in Tokyo stated that an organized 
anti- Japanese terrorist movement in China was operating underground, 
and that Nanking must fulfil its pledges to dissolve them. 

September 25th.—Conditions were reported to be normal in 
Hongkew, where the Japanese naval forces, exceeding 2,000, were 
withdrawn from street-patrolling during the daytime. Three suspects 
were under arrest. 

September 27th.—Reports from Shanghai stated that Mr. Kawagoe 
had presented to the Government a series of demands, including 
autonomy of the five Northern provinces, economic co-operation, the 
right to station troops along the Yangtze River, and to supervize 
school text-books and inspect schools, in order to eradicate anti- 
Japanese propaganda. The Government was understood to have 
rejected the demands as unacceptable. 

October 1st.—As a precaution against disturbances in connexion 
with the trial of the men charged with the murder of the Japanese 
marine, Nakayama, the Japanese naval forces erected barbed-wire 
barricades and established posts and sentries in Hongkew. 

October 2nd.—Two of the three Chinese accused of the murder of 
the Japanese bluejacket at Shanghai on September 23rd were 
sentenced to death. 


Czechoslovakia. 

September 23rd.—Protest against German allegations re Czecho- 
slovak aerodromes for the Soviet Air Force. (See Germany). 

September 27th.—Dr. Hodza announced that the currency situation 
would not be affected by the French monetary decision. 

October 3rd.—A semi-official communiqué stated that the Govern- 
ment had decided to devalue the crown. (The crown was devalued 
in February, 1934, to the extent of 16.66 per cent.) 

October 6th.—The Cabinet approved a devaluation bill to be sub- 
mitted to Parliament. It provided for a devaluation of the crown 
of between 10.60 and 15.98 per cent. 


Danzig Free City. 

September 23rd.—The Supreme Court dismissed appeals by the 
Socialist trade unions and the Communist Party against their dis- 
solution by the Police President on May 26th, 1934, and December 7th, 
1935. The action of the police had been upheld by the Provincial 
Courts. 

September 25th.—The Leipzig incident before the League Council. 


(See League of Nations). 
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France. 


with attempts to smuggle arms over the frontier from Switzerland. 


15 


meetings in favour of a Nazi anti-Communist demonstration. 


ment for wearing a brown shirt. 


of Nations). 


October 3rd.—The Nazi political police raided the offices of two 


former Socialist papers, and imprisoned the publisher and editors. 


October 4th.—Seventy-two Socialists were arrested at a meeting 


of land workers ; no reason was given for their arrest. 


At a Nazi demonstration celebrating the “ victory over the League 
and Lester,” Herr Greiser, President of the Senate, said that through 
their conflict with the League the sovereignty of the Nazi Govern- 
ment had been recognized before the forum of the world. They 
wanted no new High Commissioner ; Berlin and Warsaw would come 
to an agreement about Danzig. The future was not too black, he 
added, ‘‘ because Danzig is a district of the Reich, and belongs to the 
Fiihrer.”” If there were a redivision of possessions as a result of Herr 
Hitler’s offers, it would be realized at last that Danzig was a blot on 


the face of Europe. 


October 5th.—The réports from the Committee of Three and from 
the High Commissioner presented to the League Council. (See League 


of Nattons). 


October 6th.—Herr Greiser addressed a protest to the Secretary- 


General of the League against the Council’s decision to give Poland 
powers to deal with Danzig. 


Egypt. 


September 25th.—Nahas Pasha’s visit to Berlin. (See Germany). 

October 4th.—The appointment was announced of Said Pasha 
Zulfikar, the Grand Chamberlain, to be Chief of the Royal Cabinet. 
The post had been vacant since the resignation of Aly Pasha Maher 
in January, 1936. 
Finland. 

September 27th.—M. Kivimaeki’s Government resigned after 
defeat in the Diet, by the Socialists and a dozen other members, of 
bills amending the criminal law in respect of high treason and espionage. 

September 30th.—M. Kyésti Kallio, Speaker of the Diet, and 
member of the Agrarian Party, accepted the task of forming a Cabinet. 

October 6th.—M. Kallio (Agrarian) formed a Cabinet, with Dr. 
Holsti (Progressive) as Foreign Minister, consisting of nine Agrarians 
and two members of the Progressive Party. The Government repre- 
sented 60 seats only out of the 200 in the Diet, but it was understood 
that the majority had promised forbearance in opposition. 


September 23rd.—Several arrests were reported in connection 
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September 26th.—The Senate lifted the prohibition against public 
A Jew named Slududski was sentenced to three months’ imprison- 


September 28th.—The report of the High Commissioner, Mr. Lester, 
considered by the League Committee of Three. (See League of Nations). 
October 2nd.—Committee of Three’s decision to propose con- 
sultation between Poland and the Nazi Government in Danzig 
ve the appointment of a new League High Commissioner. (See League 
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September 24th.—The Bank Rate was raised from 3 to 5 per cent. 

A stay-in strike of spinners broke out at Roubaix. 

Negotiations for a collective wage agreement in the chocolate anj 
sweetmeat trade in Paris broke down, owing to rivalry between th. 
C.G.T. and the rival Christian Trade Union, and 18 works were occupied 
by strikers. 

In an address in Paris on the inheritance of the western democracies 
Mr. Churchill urged that France and Great Britain should “ stand 
shoulder to shoulder against aggression.” 

The Foreign Ministry published the official version of the execution 
of the Frenchman, Aguilard, which had led to the closing of the frontier 
between French and Spanish Morocco, stating that he was arrested 
and executed without trial by the insurgent authorities, and stressing 
that commercial relations with Spanish Morocco would be suspended 
until full satisfaction had been received. 

September 25th.—In a statement to the National Comentates of 
the C.G.T., the Secretary-General, M. Jouhaux, appealed to the workers 
for order, and said that the trade unions would accept compulsory 
arbitration in labour disputes. They would do nothing, he declared, 
to break up the Front Populaire. He suggested that wages should 
be based on a sliding scale, varying with the cost of living. 

President Lebrun signed a decree establishing the 40-hour week 
in the coalmining industry. 

The strike in the Vosges textile industry was settled. New strikes 
broke out among the Seine watermen, the Departmental omnibus 
services in the Haute Garonne, and wool-combing workers at 
Tourcoing. 

A collective contract providing for an increased wage-scale was 
signed in the textile industry in the Lille region. 

September 26th.—At 1.10 a.m., M. Vincent-Auriol announced the 
Government’s decision to reduce the value of the franc to a level com- 
prised between 49 and 43 milligrammes of gold 0.goo fine (the value 
fixed by M. Poincaré in 1928 was 65.5 milligrammes), and to set up an 
exchange stabilization fund. 

The Minister of Finance also published the terms of an agreement 
(announced simultaneously in London and Washington) whereby the 
French, British and United States Governments joined “ in affirming 
a common desire to foster those conditions which will safeguard peace 
and which will best contribute to the restoration of order in interna- 
tional economic relations, and to pursue a policy which will tend to 
promote prosperity in the world, and to improve the standard of 
living.” They were convinced that this purpose would be served by 
continuing the “‘ two-fold policy ” of ‘‘ taking into full account the 
requirements of internal prosperity’ in the three countries, and of 
“maintaining the greatest possible equilibrium in the system of 
international exchanges and avoiding to the utmost extent the creation 
of any disturbance to that system by American or British monetary 
action.” The decision to readjust the French currency was welcomed 
by the other two Governments, whilst all three “ declare their in- 
tention to continue to use the appropriate available resources so as 
to avoid as far as possible any disturbance of the basis of international 
exchanges resulting from the proposed readjustment.” They were 
convinced that the success of the policy “ is linked with the develop- 
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ment of international trade. In particular they attach the greatest 
importance to action being taken without delay to relax progres- 
sively the present system of quotas and exchange controls with a 
view to their abolition.” They “‘ desire and invite the co-operation 
of the other nations to realize the policy laid down in the present 
declaration. They trust that no country will attempt to obtain an 
unreasonably competitive exchange advantage and thereby hamper 
the effort to restore more stable economic relations which it is the aim 
of the three Governments to promote.” 

It was announced that there would be an arbitrary conversion 
of provincial and municipal loans to a 5 per cent. basis, to protect 
those who had contracted mortgage loans. 

The Journal Officiel published decrees temporarily suspending 
payment of commercial claims in gold or foreign currencies and 
closing the Paris exchanges until further notice. Exports of gold were 
suspended in fact by the action of the Bank of France in raising the 
minimum quantity of gold obtainable to an extremely high level. 

In a statement to the Press, M. Blum said the Government would 
never have devalued “ unilaterally,” but were prepared to do so as 
the first step to a new era in economic relations. He did not expect 
a large price increase, as devaluation would stimulate industry. 

September 27th.—The Finance Committee of the Chamber adopted, 
by 20 votes to 12, with 7 Communist abstentions, a bill fixing the gold 
value of the franc between the limits of 43 and 49 milligrammes 
0.900 fine, providing for an Exchange Equalization fund of 10 milliard 
francs, approving a new convention with the Bank of France by which 
the profit on the gold reserve would accrue to the Treasury, and 
extending the measure to the French colonies and dependencies using 
French francs as their currency. 

The bill forbade imports and exports of gold, except with the 
authority of the Bank of France, provided for compulsory declaration 
of gold holdings, and of exchange operations made between Sep- 
tember 20th and September 26th, authorized the Government to 
modify certain customs duties, and instituted a sliding scale for 
wages, to vary with the cost of living. 

It was announced that special privileges would be granted to 
holders of the recently issued “* Baby Bonds.” 

The Director of the Sinking Fund was authorized to issue re- 
visionary annuities in exchange for rentes, Treasury bonds of a currency 
of more than six months, and National Defence bonds, held by persons 
who had acquired these securities before September 26th, 1934, who 
were more than 55 years of age, and whose 1936 incomes were below 
the taxable limit. 

September 28th.—The Chamber of Deputies met to discuss the 
evaluation Bill. Owing to the Radical Party’s opposition to the 
article instituting a sliding scale of compensation for wage-earners, 
M. Blum agreed to detach this provision from the measure, for later 
consideration, and to replace it by a clause giving the Government 
powers to take whatever action they thought necessary to prevent 
an unjustifiable price increase. 

M. Bonnet, attacking the bill, said devaluation had been forced 
on the Government by circumstances, and must be accepted as a fat 


» «accompli, but the conditions of successful devaluation—the “* favourable 
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climate,” of which confidence was an essential ingredient—had no} 
been created. M. Reynaud regretted that devaluation had not been 
applied long ago ; it was France’s last card, and he hoped she would 
play it well. 

In reply, M. Vincent-Auriol stressed the unique nature and 
importance of the Three-Power monetary declaration. He denied 
that the Government had been forced to devalue by inability to 
meet their liabilities in October ; they had more than 8 milliard frane; 
to their credit at the Bank of France. 

The general council of the International Federation of Trade 
Unions and the executive of the Labour and Socialist International 
meeting in Paris, passed a joint resolution urging all Governments, 
especially the French and British, to examine immediately the 
accusations made by the Spanish Foreign Minister at Geneva against 
Italy, Germany and Portugal, concerning the delivery of arms and 
munitions to the rebels in Spain. 

September 29th.—The Chamber of Deputies passed the Devaluation 
Bill by 350 votes against 221, the Right and Centre groups and 11 
Radicals voting against it. The only change in its original form was 
the replacement of the clauses instituting a sliding scale for wages by 
the provision that the Government should have power to limit prices 
by decree, with the approval of Parliament, until the end of the year. 
In return for this concession the Communists supported the Bill. 

Speaking in the debate M. Blum declared that internal peace 
and good order were essential to international agreement ; methods 
such as the occupation of factories must not become habitual. 

September 30th.—By a majority of 16 the Senate passed an amended 
Devaluation Bill replacing the social provisions by a single clause 
empowering the Government to prevent price-raising based on a pretext 
of devaluation unless it were shown to be due to an increase in the 
cost of imported goods. 

M. Blum warned the Senate that though they might defeat the 
Government they could not undo devaluation, and hinted at the 
danger of a conflict between the two Houses of Parliament. 

The Chamber then received the amended Bill, and re-establishing 
the social clauses, re-voted the original Bill by 351 votes to 217. 

Gold to the value of 2.580 million francs was stated to have been 
exported during the week ending September 25th, bringing the gold 
reserve down to about 50,000 million francs, which was generally 
regarded as the “ danger level.” 

October 1st.—After negotiations in which M. Chautemps played 
a prominent part, a compromise was reached between the Govern- 
ment and the Senate Finance Committee over the social clauses of the 
Devaluation Bill, which were replaced by a new text providing that 
the law of August 20th, 1936, designed to prevent unjustifiable in- 
creases of prices, would be applied to all increases made on the pretext 
of devaluation unless it was proved to the committees set up by the F 
same law that they were due to increases in the cost of imported goods. 
Furthermore, in the event of a notable increase in the cost of living 
before December 31st, the Government might, after consulting the 
National Economic Council, set up by decree a procedure of com- & 
pulsory arbitration for six months, to deal with labour disputes 7 
connected with collective wage contracts and caused by the rise in F 
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prices. It might also revise the prices of agricultural produce subject 
to taxation, after consulting the organizations set up for that purpose 
by the law of August 2oth. 

' The Bill thus amended by the Senate was approved with certain 
alterations by the Chamber and returned to the Senate. The Chamber 
finally approved the amended Bill by 355 votes to 219. Three separate 
Bills were also voted and submitted to the Senate, dealing with the 
restoration of the Laval cuts in pensions, the new Convention with 
the Credit Foncier, and compensation for holders of “‘ Baby bonds.” 

October 2nd.—The text of the Monetary Law was published in 
the Journal Officiel. Under the new Convention for which it provided 
between the Ministry of Finance and the Governor of the Bank of 
France, the latter was authorized to revalue his gold and foreign 
exchange reserves on the basis of a franc of 49 milligrammes. Of 
the profit of 15 milliard francs expected from this operation, 10 milliards 
were to be transferred to the Exchange Equalization Fund, and the 
remaining 5 milliards were to be used for paying off some of the credits 
granted by the Bank of France to the Treasury. The Convention 
also provided that if the franc were finally fixed at the lower level the 
further profit resulting from that operation, and the Exchange 

Equalization Fund, were to be used for the extinction of the national 
debt. 
The Bourse re-opened ; in view of the heavy demand, the com- 
mittee decided that rises of more than 20 per cent. since September 25th 


would not be permitted. 
The Council of the Bank of France decided to reduce the Bank 


Rate from 5 to 3 per cent. 

On the resumption of foreign exchange dealings the dollar rate 
rose to 21.46 francs, and the sterling rate to 105.76 francs. It was 
reported that the Equalization Fund sold francs in order to prevent 
the rate from opening at too high a level. 

The Government decided to take action against the Parti Social 
Francais (the Croix de Feu) for “ illegally reconstituting a political 
league which had been dissolved.” 

October 3rd.—By virtue of the powers given to them to modify 
Customs duties by decree the Government reduced, as from 
October roth, the tariff on goods not subject to quotas by 15 and 
20 per cent. The cost of the import licence for goods subject to 
quotas was reduced by 20 per cent. ; the compensating exchange tax 
on goods coming from Australia, Egypt, British India, New Zealand 
and South America was abolished ; that on goods coming from China 
and Japan was fixed at 10 per cent.; the customs duty on coffee, 
pepper, tea and mineral oils was lowered, and the quotas on a large 
number of commodities were suspended. 

Two tariff committees were set up; one, consisting of repre- 
sentatives of the Ministries of National Economy, Commerce, 
Agriculture and Finance, was to watch price movements, and where 
domestic prices rose unjustly high, were to recommend an increase 
in competitive imports; the other, under the Minister of Commerce, 
was to adopt the existing Customs tariff to the changed economic 
circumstances within the framework of the international nomenclature 


recommended by the League. 
MM. Salengro and Spinasse, Ministers of the Interior and of 
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National Economy, issued a programme stating that the only com. 
modities that ought to rise in price were imported manufactures and 
raw materials, and appealing to manufacturers and traders to resis; 
unjustifiable price increases. Consumers were asked to report any 
abuses to the local price committees. 

The prefects in France and the Governor-General of Algeria were 
instructed by M. Spinasse to call together the local price committees 
as soon as possible, and to see that they met at least once a week. 

The Minister of Labour submitted to the National Economie 
Council a decree for the extension of the 40-hour week to the building 
and metal trades. He stated that labour conditions were rapid): 
becoming normal ; factories still in occupation were being evacuated ; 
the average number of strikers in each Department was only 50: 
the number of strikers on October 2nd, he said, had fallen to 2,854. 

A strike of Paris waiters declared in the morning was called off 
after Government intervention, a settlement having been reached 
assuring the waiters of a minimum wage and a collective agreement 
to be signed within a month. 

October 4th.—In a broadcast address, M. Spinasse stated tha: 
international conversations for the lowering of tariff barriers were 
in progress; within a few weeks they would have succeeded and 
recovery would be a fact, and he advised manufacturers to adjus 
themselves to the new situation which would arise. 

Street fighting occurred in Paris between the police and members 
of the Parti Social Francais during demonstrations of protest against 
a Communist meeting. 

October 6th.—The Government decided to forbid, until furthe: 


notice, all meetings or demonstrations in Paris likely to lead to disorde: 
Strikes of flour carriers and other transport workers broke ou 
in Lyons. 
The Ministry of Labour stated that 53 establishments in the Paris 
area, employing 7,260 people, were idle owing to strikes. 


Germany. 

September 22nd.— The Rumanian Minister delivered a_ verbal 
protest at the Foreign Office against German press reports that 
railway line was being built across Rumanian territory for the 
transport of Russian troops to Czechoslovakia in case of war. 

September 23rd.—The Czechoslovak Chargé d’Affaires handed t» 
the Foreign Office a Note of protest against the assertion made b 
Dr. Goebbels at the Nuremberg Congress that special aerodrome: 
had been prepared for the Soviet Air Force on Czechoslovak territory. 

September 24th.—It was announced that the Government h 
protested to the Spanish Government against the action of the “ Re 
Militia’ at Alicante in entering and searching the premises of tie 
German Labour Front there, and the German school in Madrid. 
Documents were stated to have been stolen. 

September 25th.—Owing to scarcity of meat the slaughtering ©! 
cattle was officially limited to 80 per cent. of the figures for the period 
July Ist, 1935, to June 27th, 1936. 

Mustafa Pasha Nahas, the Egyptian Prime Minister, accompanic(! 
by the Minister of Finance, arrived in Berlin on an unofficial visit. 

September 27th.—Speaking to workers in Berlin, Herr Hitler said 
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‘hat while Germany now imported 1,000,000 tons of motor fuel 
nnually, within 18 months she would not need to import any petrol ; 
within four years all the raw material problems would be solved. 
(ther nations with extensive colonies, or a surplus of raw materials, 
might be able to afford to permit democracy, but Germany would 
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tion. 
Dr. Reinhardt, Secretary of State for Finance, stated that 


there would be no devaluation of the currency in any circumstances. 

September 28th.—Herr Hess sent a telegram to Toledo, con- 
ratulating the “heroes of the Alcazar and their liberators”’ on 
behalf of the Nazi Party. 

Some 20,000,000 people were reported to have been mobilized in 
industrial establishments and public places to hear broadcast records 
Herr Hitler’s speech on Soviet Russia at the Nuremberg Congress. 

Herr Hitler signed a decree developing the compulsory Labour 
Service, the standing strength of which was to be raised by successive 
stages to 300,000 by October, 1939. The voluntary Labour Service 

girls was also to be increased and prepared for a compulsory 
-vstem. The six months’ period of service was confirmed. 

An American seaman, Lawrence Simpson, was sentenced 
ree years’ penal servitude by the People’s Court, for smuggling 
(ommunist literature into the country. 

September 29th.—Dr. Rust, Minister of Education, announced that 
ool education would be compressed into 12 instead of 13 years, to 
mpensate for the extra year’s military service, which postponed the 
ze at which youths could reach the university or a trade or profession. 

September 30th.—A joint declaration by the Government and 
ie Reichsbank on their attitude to the currency situation was read 
by Dr. Schacht to the Central Committee of the Reichsbank. The 
Government welcomed, he stated, the Three-Power declaration in 
vour of a relaxation of the system of quotas and exchange controls, 

pointed out that instability had been increased rather than 
minished by the French, Swiss and Dutch devaluation. The German 
Government would not contribute another element to the increased 

security of international currency. The exchange control system 

Germany, Dr. Schacht continued, was caused by the difficulties of 
their raw material supply and the heavy burden of debt arising out 
of the injustice of Versailles, and nothing but their alleviation could 
make it possible to dispense with such control. 

The present international situation imposed heavy sacrifices on 
Germany, he concluded, but no pressure would cause the Government 
to do anything contrary to the interests of their people. On the other 
hand they would be ready to take part in international negotiations 
aiming at a free system of international trade and payments, on the 
condition of the preservation of national interests. Meanwhile they 
would watch developments in tranquillity. 

October 2nd.—The appointment was announced of Lt.-Gen. Baron 
ress von Kressenstein to be “from October 6th, 1936, General 
Officer Commanding the Twelfth Army Corps.” This was taken to 
show that the Army Law plan was being completed by increasing the 
Corps commands from ro to 12. 





Onomi: 
uilding 
rapid); 
uated : 
ly 50 
2,554. 
led off 
eached 
ement 













( 







to 

































313 
















22 


October 3rd.—At the launching of the 26,000-ton battlesih» 
Scharnhorst, Field-Marshal von Blomberg said the new ship was the 
symbol of practical equality of rights, but also a visible proof of thei; 
love of peace and readiness for understanding. It was a fruit of the 
Anglo-German naval agreement of June, 1935. 

October 4th.—Speaking at the harvest thanksgiving on the 
Biickeberg, Herr Hitler referred to the ‘‘ Babylonian confusion ” jy 
the outer world as justifying an appeal for even closer unity an 
discipline in Germany. Germany must keep her wage and price 
policy stable, and so long as he was at the head of the Reich he would 
defend the reason of the National-Socialist position against individual 
egotism and unreason. Other countries could alternately raise their 
wages and prices and devalue every fortnight for all Germany cared. 
A year hence, he believed, Germany would stand out like a granite 
rock from the red flood. 

October 6th—Opening the Winter Help campaign, Herr Hitler 
said that the senseless peace made after 1918 could only lead ty 
Bolshevist disintegration ; if one looked at democracies one could not 
wonder at the victory of Bolshevism. This democracy was just « 
lie. The German people, he continued, had their failings, but the, 
were a good, decent people, and out of them—even out of the Nation- 
alists and Socialists—a national community of stability and steady 
development had been made. Germans should look at what was 
happening outside, and ask whether it was not worth making sacrifices 
in order to escape the same fate. 


Great Britain. 

September 25th.—Mr. Eden’s speech on foreign policy at th 
League Assembly. (See League of Nations). 

September 26th.—The Franco-British-American monetary agree- 
ment. (See France). 

September 27th.—An unofficial committee investigating allegations 
of assistance from foreign sources to the rebels in Spain announced 
provisional conclusions tending to indicate large-scale importation 
of arms from German and Italian sources, extensive rebel activity 
openly carried on in Portugal with the connivance of the authorities, 
and extensive activity of agents of the German Nazi Party in Spain. 

September 28th.—Portugal was represented for the first time on 
the International Committee for the Application of the Agreement 
regarding non-intervention in Spain. The chairman explained that in 
reply to a letter from Mr. W. S. Morrison describing the procedure to 
be adopted by the Committee on the receipt of complaints respecting 
alleged breaches of the agreement, Senhor Monteiro, the Portuguese 
Minister for Foreign Affairs, had replied that these rules answered 
the doubts he had formulated, and that a Portuguese representative 
would now take part in the Committee’s work, but that the reserva- 
tions communicated to the British and French Governments on 
August 2Ist were in no way affected by the decision. (The Portuguese 
Government had reserved the right to maintain relations with 
authorities exercising actual government in Spanish territory, and to 
take any necessary steps for internal order or national security). 

Gold in the London bullion market was fixed at 140s. gd. per 
fine ounce, an advance of 2s. 11}d. on the price of September 25th. 
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September 29th.—The text of the Palestine Martial Law (Defence) 
Order in Council was published in the London Gazette. It empowered 
the High Commissioner in Palestine to make any regulations, or take 
any action he might consider necessary for the public safety and defence 
of Palestine, including censorship, arrest, control of transport and 
trade, appropriation of property and the infliction of fines; to set 
up military courts to try offences against such regulations ; and if 
necessary to provide that the proceedings of such courts could not be 
challenged by any other court of law. Any or all of these powers 
the High Commissioner might delegate by Proclamation to the 
G.O.C, in Palestine. 

September 30th.—The Abyssinian Legation issued a statement 
bearing on M. Taezaz’s address at Geneva, that though the Emperor 
was willing to make sacrifices to bring about an accord with Italy, 
that did not mean that he would abdicate, or withdraw his delegates 
from Geneva. 

Proclamation of sovereignty over certain South Pacific islands. 
See New Zealand). 

October 1st.—In an address on National Defence at the conference 
of the National Union of Conservative and Unionist Associations at 
Margate, Sir Samuel Hoare outlined the recent rearmament pro- 
grammes of certain other Powers, from which he deduced firstly the 
futility of one-sided disarmament, and secondly the need of a greatly 
strengthened British Empire as a stabilizing force on the side of peace. 
They had no alternative, he declared, but to carry through with the 
least possible delay their programme of rearmament. in the first 
place the Empire’s need of safe communications and of law and order 
was an absolute, not a relative, need. Further, they could on no 
account agree to any disarmament proposals which would stereotype 
their relative weakness. If they could arrive in the future at any 
general limitation of armaments it must be on the assumption that 
their programme had been completed. Finally, their programme 

ust be flexible and not rigid, dynamic and not static. 

Touching on the naval programme, Sir Samuel Hoare said that 
the financial year 1936 alone it consisted of 2 battleships, 7 cruisers, 
destroyers, 2 aircraft-carriers, 8 submarines, 6 sloops and 6 motor 

torpedo-boats. The greater part of the money was being spent in 
the Depressed Areas. 

With regard to difficulties connected with supply for 
he continued, while they excluded no change or reform in the future, 
they took the view that they had not yet reached the point when 
it was necessary to impose war conditions. There was also the 
problem of recruiting ; he appealed to the responsible leaders of 
Labour to come forward and join in carrying through a programme 
as essential to the cause of peace as to the security of the British 
Commonwealth. 

Replying to a resolution by Mr. Sandys, requesting the Govern- 
ment to give an assurance that Sir John Simon’s declaration in March, 
1935, that the cession of any British territory was not a discussable 
question, still represented the Government’s attitude, Sir Samuel 
Hoare recalled the statements made in the House of Commons by the 
Prime Minister on April 27th, and by Mr. Eden on July 27th, 1936, 
which, he said, supplemented and brought up to date Sir John 


the Army, 
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Simon’s declaration to Herr Hitler. In the present delicate inter- 
national situation he would not be expected to elaborate or to add to 
those statements. The passing of the resolution could not make 
them more cautious than they were already. In spite of this appeal 
the resolution was passed. 

It was learnt that the British Chamber of Commerce for Spain 
had established a London centre, to advise and take action in respect 
of British interests in Spain. 

October 2nd.—Speaking, in the absence of Mr. Baldwin, at the 
Conference of Unionist Associations at Margate, Mr. Neville Chamber- 
lain said the state of the world rendered it essential to embark on 
the largest programme of expenditure on defence that this country 
had ever undertaken in time of peace. When it was completed they 
would once more have a Navy adequate to protect their vital lines of 
communication, an Army trifling in numbers beside the vast conscript 
armies of the Continent, but equipped with the most modern weapons, 
and an Air Force second to none, and the most formidable deterrent 
to war that could be devised. The Government, he said, had not 
abandoned the League, or the idea of collective security, but the 
principles of the Covenant must in future be modified. They must 
make sure how far the members of the League were prepared to go 
before they committed themselves to courses of action which might 
land them in an untenable position; they must see that the League 
provided a means of considering, and if possible removing by peaceful 
methods, grievances arising out of the existing situation. 

Mr. Chamberlain went on to say that he had been very glad to 
co-operate with the French and U.S. Governments in minimizing the 
effects of the devaluation of the franc. The causes of the present 
uneasiness in the world were partly political, partly they arose from 
financial stress or unremunerative prices of commodities, partly from 
a want of balance between the value of certain currencies and the level 
of world prices. The Government was at all times ready to remove, 
or at least to reduce, the excessive forms of restriction of trade. All 
the indications were that the system of free trade had been left behind 
for ever, or until the whole world agreed to abolish tariffs, but it was 
possible to carry the idea of protection to excessive lengths, and one 
great benefit from the National Government’s introduction of tarifis 
was the bargaining power which it conferred in the attempt to reduce 
the excessive tariffs of other countries against their imports. 

Turning to the Ottawa Agreements, Mr. Chamberlain admitted 
that in practice things had not worked out as they expected, and 
that when the time came for renewal they might have to ask for a 
good deal of revision ; but Ottawa was an attempt to bring the Empire 
together again, and he could not remember any period during which 
the harmony between the Dominion Governments and themselves 
on all matters of common interest, on foreign policy, defence or trade, 
had been so complete as during the last four years. 

October 5th.—Mr. W. S. Morrison’s statement on the Govern- 
ment’s financial policy at the Second Committee of the Assembly. 
(See League of Nations). 

The Labour Party conference at Edinburgh carried a resolution 
endorsing a report of the National Council of Labour on developments 
in Spain, and associating itself with the recent resolution of the two 
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Internationals declaring that the violation of the new international 
undertaking of non-intervention by Germany and Italy must in- 
evitably lead to a reconsideration of the situation by other Powers. 

October 6th.—In a speech at the Mansion House, Mr. Chamberlain, 
referring to the recovery of the home market, denied that expenditure 
on armaments had so far played a major part in its volume, although 
it was quite enough to upset his Budget. With regard to foreign 
trade, the causes of diminution were not within the Government’s 
control, but he attached great importance to the evidence of a growing 
realization of the dangers of excessive economic nationalism. 

Turning to the French Government’s monetary action, Mr. 
Chamberlain said that through the co-operation of Great Britain and 
the U.S.A., France had been enabled to take this most essential step, 
not in a cloud of uncertainty, but with the accompaniment of declara- 
tions by three of the strongest financial Powers in the world. He 
had been agreeably surprised at the quickness with which the world 
seemed to have grasped the implication of these declarations; they 
did not mean that there was any further understanding between the 
three countries than that conveyed in the declarations, or that there 
had been any change in the general policy of this country or of the 


The adjustment of currencies out of line, he continued, could 
not of itself effect the restoration of international trade unless accom- 
panied or swiftly followed by the relaxation of quotas and exchange 
controls. He thought it unlikely that the measures taken by the 
members of the gold bloc meant the end of the gold standard, and 
believed that they would probably come back in the end to an inter- 
national monetary standard on the only basis which appears to give 
general confidence. It would, of course, be necessary first to provide 
security against the violent fluctuations in the value of gold as 
expressed in terms of commodities which had occasioned so much 
disturbance in recent years. 

Turning to the Budget, Mr. Chamberlain said that expenditure 
on the Defence programme was rising so rapidly that there was no 
reasonable probability of its being counterbalanced by corresponding 
expansion of revenue ; but the Government believed that the greatest 
contribution they could make towards peace was the creation of a 
strong Britain. 

The Labour Party conference carried a resolution that in view 
of the threatening attitude of dictatorships, which were increasing 
their armaments, the armed strength of the countries loyal to the 
League of Nations must be conditioned by the armed strength of 
the potential aggressors. 

In moving this resolution, Mr. Dalton said it was the Labour 
Party’s duty to tell the British people and foreign nations just where 
the party stood, and where a Labour Government would stand. The 
hopes of 1931 had been dashed ; the central brute fact in Europe was 
German rearmament. Labour could not support unilateral non- 
rearmament in a world where all were increasing their armaments. 
li a Labour Government came into power to-morrow and were faced 
with the present world situation, they would be compelled, pending 
an international agreement to reduce and limit armaments, to provide 

increase in British armaments. British armaments at whatever 





260 


level must be part of a planned system of collective security. They 
must say to the Fascist States: ‘‘ There is a limit; so far and no 
further. Henceforth, law must be observed and treaties must not be 
broken.” 

Lord Strabolgi said that ideas which were true five years ago 
were not now relevant; he did not believe there was going to be 
another Imperialist war. Armaments could not be built up in a few 
months, and he did not want a Labour Government to come into 
office in Britain and find itself so weak that it was open to threats by 
Fascist Powers. 

In opposing the resolution, Mr. Lansbury declared the right 
thing to do at this moment was to put forward a constructive peace 
policy for removing the causes of war. Mr. Herbert Morrison said 
Labour was opposed to unilateral disarmament, just as they were to 
unilateral competitive national rearmaments. The Government's 
policy was merely a reproduction of pre-War competition in national 
armaments. The Labour Party could not vote for that policy in 
the House of Commons. Consideration of the Government’s re- 
armament policy could not be separated from their foreign policy: 
they refused to say whether the new armaments were for war or 
peace; the Labour Party could not satisfy themselves that the 
Government were seeking the collective security of the world. 

Sir Stafford Cripps, who moved the reference of the resolution 
back to the Executive Committee to be replaced by one saying whether 
they were for or against rearmament in the hands of the Government, 
said the problem was whether the Labour Party were to seek the 
present British Imperialist Government as an ally against a possible 
Fascist aggressor. 

Replying to the debate, Mr. Attlee said the Party would criticize 
the rearmament policy and decline to give the Government a blank 
cheque, but that did not mean that they said no armaments were 
required, or that the armaments which they had now or last year were 
the exact amount required. The level of British armaments must 
be fixed with regard to their position in relation to collective security. 


Greece. 

September 28th.—The Bank of Greece issued a communiqué stating 
that the Government had decided to base the drachma on _ the 
pound sterling (instead of on the Swiss franc). The buying price 
would be fixed by the Governor of the Bank within the limits of 540 
and 550 to the pound. 

After this decision the buying rate of sterling was fixed at 540 
drachmas, and the selling rate at 550 (the closing rate on September 25th 
in London was 531-2 to the pound). 

October 2nd.—At a popular demonstration in Athens, General 
Metaxas said the Government had forestalled a Communist revolution 
by their action on August 4th. Their programme included the 
stabilization of the Throne, and the training of youth on Nationalist 
lines. They hoped in time to establish a corporate organization ol! 
the community in place of the late system. 


Hungary. i 
September 25th.—Speaking at a press conference, the Minister 0! 
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the Interior attacked the Social Democratic party for sending a 
telegram of congratulation to the Spanish Government, and for propa- 
ganda leading to strikes, and declared that if the natural protests 
against such conduct led to excesses in the streets, he would be prepared 
to arrest the responsible Socialist leaders and suppress their organ, 
the Nepszava 

September 26th.—The Nepszava published a resolution of the 
Social Democratic Party to resist attempts to push it into the back- 
ground, pointing out that Socialist leaders in Parliament enjoyed 
Parliamentary immunity and could not legally be arrested. 

September 30th.—In order to prevent irresponsible discussion of 
events abroad, such as measures of currency devaluation, a decree was 
issued forbidding the holding of public meetings or demonstrations, 
except for meetings held by Deputies in their own constituencies. 

October 2nd.—The Government issued a communiqué to the effect 
that it had decided that there was no need to take any steps affecting 
the currency ; the necessary economic measures to prevent any loss 
to commercial interests through the depreciation in France and else- 
where would be taken immediately. 

October 6th.—The death of the Prime Minister, General Gémbiés, 
was announced. 

The Regent accepted the resignation of the Cabinet submitted 
by M. Daranyi, the Deputy Prime Minister, and requested the Ministers 
to carry on. 


India. 
September 27th.—The Executive Board of the All-India Moslem 


Conference passed resolutions recommending that the proposed reforms 
be given a fair trial, and declaring that the Moslem community would 
not tolerate any alteration of the Communal Award except by mutual 
agreement between the affected communities. 

A resolution was also passed deploring the British Government’s 
policy in Palestine, and its repercussions throughout the Islamic 
world. 
The States Ministers’ Committee issued a statement that they 
lad agreed on the terms of representations to be made to the Govern- 
ment of India on the form of the Instrument of Accession. 

September 28th.—In reply to a deputation expressing the anxiety 
of Indian Moslems on behalf of their Arab co-religionists in Palestine, 
Lord Linlithgow denied that the operation of the Mandate had 
prejudiced the economic status of the Arabs. The steps which the 
British Government had taken to restore order were, he said, entirely 
separate from the merits of the matters to be investigated by the 
Royal Commission. 

September 30th.—In objecting to a motion for the adjournment 
of the Legislative Assembly, designed to censure the Government’s 
currency policy in the light of European developments, Sir James 
Grigg, the Finance Member, announced the Government’s decision to 
maintain the present sterling parity of the rupee. The motion was 
disallowed by the Governor-General. 

October 2nd.—A South African delegation arrived at Simla on 
a mission of good-will. 

October 6th.—Customs agreements concluded between the Govern- 
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ment and certain States in the Kathiawar group were announced jn 
the Assembly by Sir James Grigg. 


Italy. 

September 23rd.—The Tribuna criticized Sir Samuel Hoare’s 
statement regarding the Mediterranean as showing that Britain aimed 
at hegemony in that sea, which would be a highly dangerous policy. 

The Mediterranean problem, it stated, “after the vicissitudes 
which accompanied the Ethiopian conflict and the pacts which, on 
British initiative, formed a vain but complex programme of intimida- 
tion against us, can only be considered in close relationship with Italian 
collaboration if the wish is to make an effective contribution, by deeds 
and not by words, to the cordial association between nations.” 

Mr. Wolde Mariam, formerly Ethiopian Minister in Paris, made 
formal submission to the Italian Government. 

September 25th.—Addressing the consultative boards dealing with 
the economy of the East African Empire, Signor Lessona stated that 
the three guiding principles of colonial policy were: to create a limited 
but necessary autonomy ; to complete the production of the mother 
country ; and to export the produce of the Empire abroad. 

September 28th. — The Stock Exchanges were closed until 
September 30th. 

September 2g9ih.—Signor Mussolini presided at a secret Cabinet 
meeting to discuss the monetary situation. 

September 30th.—The Stock Exchanges were ordered to remain 
closed until further notice. 

October 1st.—Changes were announced in the administration and 
constitution of the Fascist Militia in connection with the ** new tasks ” 
entrusted to it. 

An agreement was signed for the resumption and regulation of 
trade and financial relations with Bulgaria. 

October 2nd.—It was announced that 80,000,000 lire would be 
spent during the current year on the construction of new aerodromes 

October 5th.—The Cabinet Council unanimously agreed without 
discussion to the proposal of Signor Mussolini to restore the value of 
the lira to the level fixed by the Stabilization Law of December 21st, 
1927, in relation to the pound and dollar as they then stood, 1.e. roughly 
at 90 to the pound and 19 to the dollar, thus entailing a devaluation 
of almost 41 per cent. 

The Duce explained that the benefits of this measure to exports 
and the tourist traffic could only be compromised by an increase in 
internal prices. He intended, however, to fix certain prices at thei 
present level, and to control the fluctuation of others in so far as they 
were in relation with world prices. Moreover, the Cabinet Council 
had authorized the Under-Secretary for Exchanges and Currency to 
vary the volume of the import quotas for goods used on a large scale, 
and to abolish forthwith the system of private compensations. He 
examined the Anglo-Franco-American declaration, and declared that 
he agreed with the thesis that economic settlement was one of the 
necessary conditions for international collaboration to the ends of 
peace. 

The Cabinet’s decisions included the following provisions: the 
fine gold content was fixed at 4.677 grammes per 100 lire nominal! 
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value compared with the 7.919 grammes of the 1927 parity, subject 
to the 10 per cent. range adopted by the U.S.A., France and Switzerland ; 
the gold reserves in the Bank of Italy would be revalued, and the 
surplus handed over to the Treasury ; special powers were given to 
the Head of the Government and to the Minister of Finance to suspend 
wholly or partly the restrictions of movement of capital and foreign 
exchange. No stabilization fund was created. 

In addition, several measures aimed at keeping down the cost of 
living; rents were to remain stationary for two years; the 15 per 
cent. ad valorem import duty on many foodstuffs and raw materials, 
and the 10 per cent. duty on coal and coke were abolished; the war 
measure limiting the distribution of dividends of commercial firms to 
6 per cent. was replaced by a tax on distributed dividends above that 
figure; holders of real property were to contribute up to 5 per cent. 
of the value of their patrimony to a 25-year loan for the exploitation 
of the new Empire and for national defence. 

Signor Lessona, the Minister for the Colonies, and Signor Gigli, 
Minister for Public Works, left Rome on a tour of Italian East Africa. 

October 6th.—The Official Gazette published the decree reducing 
duties on certain commodities, including flour, wheat (from 75 to 
47 lire a quintal), raw and worked cotton, cgal (from 10 to 5 lire a 
ton), coke, vegetable oils, live cattle (a 65 per cent. reduction), and 
meat (a 60 per cent. reduction). These reductions were additional 
to the abolition of the ad valorem duties of 1931. 


Japan. 
September 23rd.—Japanese bluejackets shot at Hongkew. (Sve 


China). 

September 26th.—At a conference of the Foreign, Navy and War 
Offices, an agreement was reported to have been reached that unless 
Mr. Chang Chun, the Chinese Foreign Minister, were given adequate 
powers to negotiate with Mr. Kawagoe, Japan would press General 
Chiang Kai-shek to fix a date for his return from Canton. 

September 28th.—M. Arita stated to the Press that China had one 
more chance to make her peace with Japan, but its duration was 
limited ; opinion was growing that negotiations were useless. 

October 2nd.—Mr. Kuwashima, the Director of the Asiatic section 
of the Foreign Office, left for Nanking to negotiate with General Chiang 
Kai-shek on the basis of the Japanese proposals. 


Latvia. 
Sepiember 28th.—The Government announced the devaluation of 


the currency by a special law, pegging it to the pound sterling at the 
rate prevailing in 1931. The pound, which was formerly worth 
15.50 lats, would henceforth be worth 25.22 lats. 


League of Nations. 
September 23rd.—The Credentials Committee presented its second 


report to the Assembly, giving the result of its examination of the 
credentials of the delegations of Ethiopia, Siam and Yugoslavia. As 
to that of the first-named country the Committee decided it should 
have the benefit of the doubt, and also that, in view of the situation 
in Ethiopia, nothing would be done to prejudice the future by the 
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adoption of the solution indicated, which held good only for the current 
session. It, therefore, proposed that the delegation be admitted to 
the Assembly. 

(From the report of the jurists it was made clear to the Committee 
that some weeks at least would be needed to obtain an opinion from 
the Hague Court and that, on a plain reading of the Assembly’s rules 
of procedure, the Abyssinians must continue to attend meanwhile). 

The rapporteur read the conclusions to the Assembly, and the 
Hungarian delegate formally demanded a nominal vote, being supported 
by the delegates of Albania and Austria. The whole report was put 
to the vote and 39 delegations voted in favour of it; 6 abstained 
(Bulgaria, Panama, Portugal, Siam, Switzerland, and Venezuela), 
and 4 opposed it (Albania, Austria, Ecuador, and Hungary). 

The International Convention for the use of broadcasting in the 
cause of peace was adopted, and signed by 18 countries. The U.S.S.R. 
signed with reservations, and Hungary did not sign. 

September 24th—The Assembly elected its General Committee, 
composed of the chief delegates of France, Great Britain and Italy, 
and the delegates of Canada, the U.S.S.R., Yugoslavia, Holland, 
Belgium, Estonia, Peru, Poland, Switzerland, and Uruguay. 

The First Committee adopted a resolution that for a limited 
period the number of non-permanent seats on the Council should be 
raised to II. 

The Committee set up by the Assembly to advise on the various 
activities of the League began its work. A sub-committee examined 
reports on the refugee problem, one submitted by Hr. Hansson and the 
other by Sir Neill Malcolm. 

At a press reception, before leaving Geneva for London, the 
Emperor Haila Selassie read a declaration of gratitude for the Assembly’s 
decision to permit the Abyssinian delegation to sit during that session. 

September 25th.—Opening the general discussion in the Assembly, 
Mr. Eden declared that while the British people remained faithful to 
the principles of democracy, the last thing they wished to see was the 
nations divided into camps whose alignment was determined by their 
forms of government. 

He believed that the League was the best method yet devised 
for substituting international order for the arbitrament of conflict 
between States, and British policy would continue to be based on 
membership of the League. The recent failure of collective action 
was, he thought, to be ascribed, not to the general principles of the 
Covenant, but to the lack of universality and to the failure to play 
a more energetic part in the earlier stages of the crisis. Two main 
objections were that the Covenant invited signatories to assume 
obligations which not all Governments were ready to accept, and that 
the League stood for the maintenance of an order of things with which 
some Governments were not content. He suggested that all nations 
should examine their commitments in the light of realities, and that 
machinery should be devised for facilitating effective intervention 
in the early stages of a crisis. 

Mr. Eden then expressed his Government’s approval of 
regional pacts within the Covenant, one of their advantages being 
that their terms were known in advance. The British Government 
were resolved, he declared, to endeavour to negotiate such a pact in 
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respect of Western Europe ; but this was not their whole task. The 
League had come to be regarded as an attempt to stereotype the 
existing state of things. One could not “* encase human life in a rigid 

























mr mould” of a given date ; the British Government would favour the 
rules course of separating the Covenant from the peace treaties, and would 
e). support the discussion by the League of the question of access to 
-'the certain raw materials. ‘coy 
rted Turning to disarmament, Mr. Eden announced his Government’s 
put intention of persisting in a full programme of re-armament unless and 
ined until the nations reached an international agreement for limitation 
ela) and reduction of armaments. é 
Sefior Alvarez del Vayo, the Spanish Foreign Minister, drawing 
the attention to the civil war in Spain, said that the rebel army, as the 
SR aggressor, had received moral and material assistance from States 
ya whose political outlook coincided with their own. The Spanish 
is Government regarded non-intervention only as a policy of inter- 
aly. vention against the constitutional Government, and as a departure 
* from the traditional rules of international law; they had sent Notes 
; to the Powers signatory to the agreement denouncing the policy as a 
ted de facto blockade of the lawful Spanish Government, the more so as 
i. it was not being applied effectively to the rebels. 
During the Council’s discussion of the settlement of the Assyrians 
- of Iraq, Mr. Eden stated that when a new scheme to replace the Ghab 
“ plan was approved his Government would recommend that the balance 





of the British contribution to the latter should be made available 
under the same conditions. The Iraq Foreign Minister gave a similar 
assurance, though without engaging his Government. 

The Council accepted the statement of the Polish Government on 
its endeavours to settle the incident of the German cruiser Leipzig ; 
took note of the German Government’s statement that it had no in- 
tention of taking action inconsistent with the Statute of the Free 
City ; reaffirmed the Council’s confidence in the League High Com- 
missioner ; and decided to regard the incident as closed. 

On the presentation of the Financial Committee’s report, the 
council adopted a resolution to terminate League financial control 
of Austria. 

September 26th.—After defending the French policy of non- 
intervention in Spain, M. Delbos, speaking in the Assembly, asked 
that the question of disarmament should again be brought before the 
Bureau of the Disarmament Conference. He advocated publicity of 
military expenditure with periodical control, and limitation to levels 
acceptable by all. 

Hr. Koht (Norway) proposed that the Assembly should set up 
a special commission of inquiry into the question of access to raw 
materials, and urged the retention of a permanent organization for 
aiding refugees. 

During discussion on the Mandates Commission’s report in the 
Council, M. Vienot (France) stated that the Franco-Syrian Treaty, 
which was based on the Anglo-Iraq Treaty of 1930, would be presented 
to the Syrian Parliament for ratification immediately after the Novem- 
ber election and the formation of a Constitutional Government at 


Damascus. 
Questioned on the situation in Palestine, Mr. Eden maintained 
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that no statement could be made on the Mandate until the Royal 
Commission had reported. : 

Two petitions from chieftains in Western Abyssinia were referred 
to by Mr. Eden in a letter to the Council, one asking the League to 
confer upon the British Government a mandate over Western Abyssinia, 
the other drawing attention to alleged attacks on Galla tribes by 
Amhara soldiery in July. ‘ 

September 27th.—It was learnt that the Spanish delegation had 
sent a Note to the Secretary-General protesting against the embargo 
on the delivery of arms to the Spanish Government when arms were 
at the same time being sent to the insurgents by the nationals of Powers 
adhering to the non-intervention agreement. 

September 28th.—Speaking in the Assembly M. Litvinoff (U.S.S.R.) 
deprecated a postponement of the discussion of League reform. There 
was no need of new blocs. They had in the League a bloc of countries 
that wanted peace, which should draw up its plan of action well ahead. 
He urged that the question of the application of the Covenant should 
be immediately transmitted to the appropriate committee without 
waiting for universality, and that meanwhile members should under- 
take diplomatic negotiations among themselves for bilateral or 
regional pacts of mutual assistance. Referring to the Spanish 
conflict, M. Litvinoff said his Government had agreed to the non- 
intervention agreement only because a friendly country feared the 
possibility otherwise of an international conflict. 

General Tanczos (Hungary) stressed the need of treaty-revision 
through Article 19, and objected to the principle of military alliances. 

Bolivia, New Zealand and Sweden were elected non-permanent 
members of the Council in place of Argentina, Australia and Denmark. 

A majority in the Committee of the Assembly appointed to advise 
on the maintenance of the temporary non-permanent seat hitherto 
held by Portugal, and the creation of a temporary seat for the Far East, 
favoured a resolution advocating the provisional creation of the two 
non-permanent seats for three years pending further inquiry. 

The Committee of Three set up to follow events in Danzig, con- 
sidered the report of the High Commissioner, Mr. Lester, and concluded 
that the Danzig Constitution had been violated and that the High 
Commissioner’s position had become impossible. 

September 29th.—Speaking on League Reform in the Assembly, 
Mr. Mackenzie King (Canada) said the Canadian House of Commons 
had made the adoption of undertakings to apply sanctions subject to 
Parliament’s approval. His Government did not believe that formal 
amendment of the Covenant was possible or necessary, but that the 
League should concentrate on mediation and conciliation rather than 
on coercive and punitive machinery. 

Mr. Bruce (Australia) said that a non-universal League could not 
prevent aggression, and might involve the danger of spreading the 
area of a conflict. He supported Mr. Eden’s suggestion in regard to 
changes in the status quo. 

Mr. Jordan (New Zealand) said his country was prepared to take 
its share in collective economic or military sanctions against an aggressor. 

The Czechoslovak delegate, Dr. Krofta, objected to any moditi- 
cation of the Covenant and to the discussion of territorial changes 


before the Assembly. 
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September 30th.—Speaking in ‘the Assembly on the policy of non- 
intervention in Spain, Senhor Monteiro, Portuguese Minister for 
Foreign Affairs said that Portugal had been able to give support to 
that policy, while safeguarding herself by reservations concerning her 
special situation. Without it, they might run the risk of helping a 
Government which differed from the national will. Legitimacy might 
be nothing more than a faint appearance of non-existent conformity 
with the law. 

Turning to the question of access to raw materials, Senhor Monteiro 
said the difficulty lay in the question of payment; purchasers, not 
goods, were lacking. 

The Ethiopian delegate, M. Taezaz, made a last appeal on behalf 
of the Emperor of Abyssinia, stating that in order to save human lives 
and to maintain an independent national home for his people, he would 
regard himself as bound now to give his full consent to the sacrificing, 
even in some considerable measure, of the rights which the 
Covenant guaranteed for the Ethiopian people. He expressed the 
hope that the Powers would continue the attempt to achieve a solution 
within the League’s framework, and warned them that otherwise the 
military operations would be renewed by Italy during the next few 


months. 
Australian Government’s proposals for League reform. (See 


Australia). 

The Council decided to appoint Mr. Lester, High Commissioner 
for Danzig, to the post of Deputy Secretary-General of the League, in 
succession to Sefior Azcarate, who resigned to become Spanish Ambas- 
sador in London. At Mr. Eden’s suggestion, the appointment was 
not to take effect until the question of Mr. Lester’s successor as High 
Commissioner had been settled. 

The General Committee decided to recommend the Assembly to 
prolong the period of office of the Committee of Inquiry for European 
Union, which M. Litvinoff had suggested should be convened during 
the present session of the Assembly, and also to convene the Third 
(Disarmament) Committee, as requested by the “‘ Neutral Group.” 

The Spanish Government circulated to the delegates the documents 
showing proof of foreign assistance to the insurgents, which the 
Secretary-General had previously declined to distribute on the ground 
that they did not relate to a question on the agenda of the Assembly 
of the Council. These included Notes to the German and Italian 
Governments containing details about the German and _ Italian 
combatants on the side of the rebels, and to the Portuguese Govern- 
ment protesting that it had afforded facilities to the rebels as a base 
for operations and revictualling. 

October 1st.—The Assembly decided to set up the Third (Dis- 
armament) Committee, the Hungarian delegate alone refusing 
co-operation, and accepted the report of the special committee on the 
provisional increase in membership of the Council, while taking note 
of a protest by the Norwegian delegation against any further increase. 

October 2nd.—Speaking on League Reform in the Assembly, Sefior 
Garcia Oldini (Chile), appealed for some form of consultation with 
States absent from the League, in order to find out to what exactly 
they objected in the League. 

The Third (Disarmament) Committee was reconstituted, after 
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having been suspended for several years. Herr Lange (Norway) was 
elected chairman. The British delegates were Mr. Malcolm Macdonald 
and Lord Cranborne. 

The Committee of Three for the affairs of Danzig decided to 
propose to the Council that the Polish Government should undertake 
to negotiate with the Nazi Government of the Free City, in order to 
determine the conditions in which the new League High Commissioner 
should be appointed. 

A further memorandum, giving 15 instances of alleged intervention 
in Spain, was issued by the Spanish Delegation. 

Mr. Eden sent a telegram replying to the British National Council 
of Labour’s telegram about alleged breaches of the Spanish non- 
intervention agreement, in which he stated that no complaint could 
be levelled against any State for incidents occurring before the date 
of its adhesion to the agreement, or before its laws became effective 
to prohibit intervention ; it was open to any Government to bring 
subsequent alleged incidents up for investigation if they thought fit. 

October 3rd.—Sefior Ossorio y Gallardo (Spain), replying in the 
Assembly to the Portuguese delegate’s speech, said that Dr. Monteiro’s 
theory concerning the legitimacy of Governments put in danger the 
very existence of the League, which consisted of “ fully self-governing 
States, Dominions and colonies.”” A State was not more or less worthy 
of respect according to the enemies that plotted against it ; a Govern- 
ment was legitimate when it was born of legislation previously enacted 
by a regularly elected Parliament. 

The Assembly instructed the Secretary-General to confer with 
the delegations about the procedure to be followed for the study of 
proposals for the better application of the Covenant. 

The Fjrst Committee examined the draft conventions for inter- 
national co-operation in the repression of terrorism and for the creation 
of an international Criminal Court at The Hague, which were initiated 
after the assassination of King Alexander of Yugoslavia in October, 
1934. Sir William Malkin (Great Britain) pointed out discrepancies 
between the convention for the repression of terrorism and the existing 
extradition laws, and suggested further examination by legal experts 
and by the Committee. Opinion tended to the view that the time was 
not ripe for the creation of the proposed Criminal Court at the Hague. 

At a private meeting of the Refugee Sub-Committee of the Sixth 
Committee, Hr. Hansson (Norway) asked for a grant of 400,000 Swiss 
francs to settle some thousand refugees from the Saar in Paraguay. 
Lord Cranborne (Great Britain) regretted his inability to agree to the 
grant on behalf of his Government, but finally promised to refer the 
matter to them again, without much hope of success. Lord Cranborne 
announced the British Government’s adhesion to the Convention of 
October, 1933, concerning the legal status of refugees. 

Before leaving for Paris after two days’ visit to Geneva, during 
which he had interviews with the heads of the Little Eatente, Polish 
and Turkish delegations, and particularly with M. Litvinoff and 
Mr. Eden, M. Blum made a statement to the press, in which he said 
his main purpose in coming to Geneva had been to reaffirm France’s 
support of the League and of the Covenant. Referring to conversations 
held between the French and other delegations, he repudiated reports 
that the exchange of views on the preparations for Locarno had upset 
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certain Powers with whom France was linked by agreements. From 
the outset, he said, France had regarded the Locarno meeting as a 
preliminary to a general settlement of the European problem. 

M. Blum did not think there was anything strange in the French 
request that the Bureau of the Disarmament Conference should be 
summoned, or in the fact that the Third Committee was in session. 
The more Europe armed, the greater must be the effort to promote 
disarmament. 

Reviewing the political implications of the monetary agreement 
between France, Great Britain and the U.S.A., M. Blum said that it 
implied a new point of departure in the economic relations of those 
Powers; the relations between economic collaboration and _ political 
appeasement were self-evident. 

October 5th.—Speaking, in the Second Committee, on the decision 
of the French and other Governments to readjust the values of their 
currencies, Mr. W. S. Morrison, Financial Secretary to the British 
Treasury, said his own country, in going through a similar experience, 
had found that the proper readjustment in the price structure had 
been accompanied by a great improvement in internal trade, quite 
apart from any effect on foreign trade. They saw no reason to doubt 
similar good results from the French Government’s action, and were 
pleased to note that on the first day of the new currency, French 
Government securities had risen over 10 points. 

Whatever the advantages accompanying the revaluation of a 
currency, he continued, it was always to be feared that the act itself 
would be a disturbing influence on international trade ; but as a result 
of the unexampled co-operation of the Governments of the greatest 
financial Powers the change-over had this time taken place with 
complete smoothness. 

Mr. Morrison stated that the British Government’s assurance 
of co-operation had been by no means an easy effort ; had they been 
obliged to take account of particular interests at home it would never 
have been made. But they were in accord with the declaration because 
the policy underlying it was a great step towards international 
economy and appeasement ; they saw no reason why quotas should 
be maintained as against countries with free exchanges if the reason 
for adopting the quota system had disappeared. His Government 
would continue to the limit of their capacity to carry out the non- 
exclusive trade policy they had adopted till now; but the pressure 
of particular interests at home to take measures to counteract the 
intensified competition resulting from the devaluation of other 
countries’ currencies might become irresistible if they could not show 
that the Governments of the devaluing countries were for their part 
withdrawing their exceptional restrictions. 

A similar sacrifice on Britain’s part would be involved on the 
monetary side, Mr. Morrison continued: Although a _ counter- 
devaluation of sterling would have assisted British export interests, 
they had been willing to use the available sources to avoid disturb- 
ances of the basis of exchange. Since the objectives they were now 
seeking could be obtained only by private understandings between 
Governments, his Government would do whatever was possible to 
help, if and when they were approached. They believed that once 
the ice had been broken the way might be clear for more widespread 
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and general scope for lowering trade barriers, whether by bilateral 
negotiations on the basis of the most-favoured-nation clause, or by 
other methods, though it must be admitted that the experience oj 
multilateral economic negotiations in the past had not been en. 
couraging. 

Turning to the question of access to raw materials, Mr. Morrison 
said the British Government believed the time was ripe for an enquiry, 
preferably under the auspices of the League. One of the difficulties 
was to define raw materials, and it might also be difficult to limit the 
inquiry to those produced in the colonies; in any case it would be 
necessary to take a definite list of specified commodities which should 
be drawn up by the organization conducting the inquiry. He suggested 
that the Council be requested to appoint a committee to report. It 
would be desirable first, however, to consult certain non-member 
States with a special interest in the question. In due course he would 
submit two resolutions, the first to cover the general questions raised 
in the earlier part of his speech, the second dealing with the raw 
materials question. Meanwhile he was in favour of advancing slowly. 

M. Bastid (France), after describing the reasons for his Govern- 
ment’s decision to devalue the franc, stated that the suppression of 
about a quarter of the quotas and the reduction of customs tariffs 
and licence charges was a purely unilateral gesture intended to set an 
example of moderation. It was to be hoped that it would be generally 
imitated. The French Government were drawing up a new Customs 
tariff based on the classification adopted by the experts of the League, 
from which quotas would be excluded; but this tariff could not be 
given full effect without a general disappearance of the control exercised 
over commerce and foreign exchange. 

The Council invited the Polish Government to seek on its behalf 
means for putting an end to the situation in Danzig as revealed by 
Mr. Lester’s report, and to make a report at the Council’s next session. 
The Committee of Three was requested to continue to follow the 
question, and the Council declared its readiness to hold a special 
session in case of need. 

Lord Cranborne (Great Britain) presented the reports from the 
High Commissioner of Danzig and from the Committee of Three. 
The High Commissioner reported that during the first few months of 
1936 Herr Greiser, the President of the Danzig Senate, had co-operated 
with him. Afterwards there was a sudden change, apparently due to 
instructions from outside. Attacks on the High Commissioner in 
speeches and on the Press had followed, and the Senate had refused 
to take note of letters asking for their observations on the constitution- 
ality of various Government actions. The report of the Committee 
of Three said that the Council and High Commissioner were meeting 
with systematic obstruction by the Senate, and advised the course 
indicated in the Council’s resolution. 

In the Third Committee, M. Paul-Boncour (France) said that 
for the present he thought the Committee should confine its efforts 
to the questions of publishing military expenditure and controlling 
the trade in and manufacture of arms. 

October 6th.—The French and British delegates introduced 4 
draft joint resolution in the Second Committee, recommending 
immediate action of States for the application of a concordant policy 








desi 
and 
trad 
the 

whe 
that 


thei 
in a 
be 4 
thin 
whi 


the 
raw 
Frer 
Poli 
polic 
Pale 
som 
caus 
was 


had 
criti 
penc 
the 
the 


wou 
outle 
An) 
Cent 


of c 
ofa 

they 
rega 
beca 
pt SS) 


vitat 
INTE 
atte! 
elect 
was 

Brit: 
Mon 


Ban 


ilateral 
or by 
nce of 
Cn en- 


Orrison 
wquiry, 
Culties 
lit the 
uld be 
should 
gested 
fee dt 
ember 
would 
raised 
e raw 
lowly, 
»Vern- 
on of 
tariffs 
et an 
erally 
stoms 
ague, 
ot be 
cised 


ehalf 
d by 
sion. 
~ the 
eCial 


the 
hree. 
1s of 
ated 
e to 
r in 
used 
ion- 
ttee 
ting 
arse 


hat 
rts 
ing 


te 
ing 
icy 


37 


designed to re-establish a durable international economic equilibrium, 
and advising the reduction of excessive obstacles to international 
trade and communications, and the abolition, as soon as possible, of 
the existing system of quotas and exchange controls. All States, 
whether members of the League or not, were invited to co-operate to 
that end. 

M. van Lanschot (Netherlands) said his Government had taken 
their decision to devalue with regret ; they were ready to co-operate 
in any attempt to secure greater freedom of exchanges. They would 
be able to abandon quotas for those countries which had done some- 
thing in that direction, but must make reservations as regards nations 
which persisted in maintaining strict currency control. 

Mr. Morrison introduced a resolution that a committee under 
the auspices of the League should examine the question of access to 
raw materials after consultation with non-member States. The 
French delegation introduced a resolution on fiscal evasion, and the 
Polish delegation one on emigration. 

In the Sixth Committee, Hr. Lange (Norway) criticized the 
policy of the British Government as mandatory for Tanganyika and 
Palestine. The administration of the former, he said, was being to 
some extent fused with that of Kenya and Uganda ; this fusion might 
cause prejudice to the inhabitants of the Mandated Territory, and 
was contrary to the principle of autonomy. 

Hr. Lange expressed astonishment that the Mandatory Power 
had not been able to put an end to the violence in Palestine, and 
criticized its refusal to give information to the Mandates Commission 
pending the findings of the Royal Commission. He asked whether 
the Council should not be called on to summon a special meeting of 
the Mandates Commission to deal with the case. 

M. Komarnicki (Poland) hoped that immigration into Palestine 
would not be stopped. Poland was over-populated, and needed an 
outlet, particularly for the Jews; but Palestine was not sufficient. 
An outlet must be found elsewhere for the over-populated areas of 
Central and Eastern Europe. 

Lord Cranborne replied that he had nothing to add on the subject 
of closer union; the British Government regarded the convocation 
of a special meeting of the Mandates Commission as premature, because 
they were not in a position to furnish the necessary documents. With 
regard to Palestine, more drastic measures had not been taken earlier 
because of his Government’s concern to restore peace with the smallest 
possible amount of suffering and loss of life. 

Protest of the president of the Danzig Senate against the in- 
vitation to Poland to deal with Danzig. (See Danzig). 


INTERNATIONAL LABOUR OFFICE. 
October 6th.—The session specially devoted to maritime questions, 


attended by representatives from 28 maritime countries, met and 
elected as its president Hr. Paal Berg (Norway). Mr. Rogers (Canada) 
was elected Governmental vice-president, and Mr. Garrett (Great 


Britain) employers’ vice-president. 


Monaco 
October 2nd.—A sovereign ordinance was given creating a State 


Bank, with the exclusive right of issue of national currency. 
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The Netherlands. 


September 26th.—In the morning it was announced that no chang 
would be made in the Government’s monetary policy. But nearly 
£2,000,000 worth of gold left the country during the day; and , 
statement was issued at midnight, following a Cabinet meeting, that 
in view of the Swiss decision to devalue, it was impossible to maintaiy 
the existing monetary policy. An embargo was placed on the expor 
of gold, except under certificate, and the Stock Exchange was closed 
for two days. 

September 28th.—In a broadcast statement, Dr. Colijn, the Prime 
Minister, explained that having left the gold standard owing to forces 
from outside, Holland would for the present have a managed currency 
for which purpose an Equalization Fund of 300,000,000 guilders 
would be formed. A slight increase of prices, he said, could not be 
avoided on imported goods, but there were plenty of goods in the 
country. The Government were prepared to abolish trade-barriers 
and to work for international stabilization. 

Owing to the calm reception of the news throughout the country 
the Government cancelled the order to close the Stock Exchange the 
following day. 

September 29th.—The second Chamber passed three bills providing 
against the increase of prices and wages, for the establishment of an 
Equalization Fund, and for prohibition of the export of gold. 

Dr. Colijn stated that the Government did not contemplate fixing 
a new gold value for the guilder in the near future. 

October 3rd.—In response to pressure from the Roman Catholic 
and Social Democratic Parties the Government allowed the discount 
on the guilder to go to 22 per cent., though the original intention had 
been to keep devaluation within a 20 per cent. limit. 

October 5th.—An increase in the quota for imported goods was 
announced, as well as a decrease of certain import duties in the 
East Indies. 

October 6th.—It was reported that the Government had deposited 
Treasury bonds with the Netherlands Bank, which in turn had ear- 
marked a milliard guilders’ worth of gold on behalf of the Equalization 
Fund. 


New Zealand. 


September 30th.—Reports from Auckland stated that a proclama- 
tion reaffirming Britain’s title to a number of islands in the Phoenix 
group in the South Pacific had been posted in the islands by H.M. 
patrol sloop Leith, following recent activity by American and Japanese 
vessels in the South Pacific. 


October 2nd.—The 14th Congress of the British Empire Chambers 
of Commerce opened at Wellington. Lord Elibank, in his presidential 
address, said it was felt that while the Ottawa Agreements were sound 
the results were somewhat short of expectations. The devaluation 
of the franc and other gold currencies created an entirely new situation, 
he said, and presented a real hope for international stabilization, but 
the Empire had at the same time special interests to safeguard. 
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October 6th.—The Congress of Empire Chambers of Commerce 
carried unanimously a resolution urging that the early attainment 
of a better balance of population was necessary to ensure freedom 
from aggression, affirming the vital importance of the early reinforce- 
ment of the population of the Dominions by organized and substantial 
migration, and making various recommendations to that end. 


Palestine. 
September 23rd.—Some 1,200 British troops arrived at Haifa from 


England. 

September 24th.—British troops attacked a concentration of Arabs 
near Jenin, inflicting some 60 casualties; one British soldier was 
fatally wounded. Fighting also occurred on the Jerusalem-Hebron 
road. 

September 26th.—The Higher Arab Committee considered reports 
received regarding the action being taken to end the strike by the 
Wahabi King, the Kings of Iraq and of the Yemen, and the Emir of 
Transjordan, who were understood to have agreed in principle to 
support the proposed appeal to the strikers. 

September 27th.—The president of the Arab National Committee 
at Haifa, Haj Khalil Taha, was shot, apparently by an Arab, and died 
of his wounds. His murder was interpreted as a warning by terrorists 
against abandonment of.the policy of resistance. 

The Iraq pipe line was set on fire in the plain of Esdraelon. 

September 28th.—Deputation of Indian Moslems to Lord Lin- 
lithgow. (See India) 

September 29th.—The Palestine Martial Law Order in Council. 
(See Great Britain). 

The Higher Arab Committee examined a letter brought by Sheikh 
Kamel Qassab from the Wahabi King, and decided to continue negotia- 
tions with regard to the form of the appeal. 

Twenty-two Arabs were believed to have been killed in an en- 
gagement with British troops to the north-west of Nablus. 

The total Army casualties to date were given as 2 officers and 
18 other ranks killed ; 16 officers and 87 other ranks wounded ; and 
10 accidentally injured. 

September 30th.—A road patrol was ambushed near Bab Elwad, 
on the Jerusalem- Jaffa highway, and one British soldier wounded. 

Army casualties included one officer and two other ranks of the 
Air Force killed. 

The rebel chieftain Sheikh Attiyeh was reported to have been 
killed by one of his followers. 

October 1st.—Casualties since the fighting began were estimated 
at 315 killed and 1,314 wounded. Casualties of the British forces 
numbered 163, including 21 dead in the Army, Navy and Air Force, 
and 7 British police ; 184 Moslems were known to have been killed, 
9 Christians and 80 Jews. 

An engagement took place at East Roshpina, in Northern 
Palestine; five tribesmen were arrested. Major-General Howard 
and Brigadier Beauman were under fire in an engagement on the 
Acre-Safed road. 

An Arab band attacked a police-post near the Syrian frontier, 
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mortally wounding a Palestinian police sergeant. A _ police-post on 
the Jerusalem-Ludd railway was also attacked. 

October 6th.—The Palestine Post was suspended, on account, it was 
believed, of an article attacking the Government’s “ vacillating 


policy.” 
Poland. 


September 24th.—A decree was promulgated requiring large 
landowners to sell 40,000 hectares of land to the peasants ; also the 
decree providing for the establishment of labour camps for youths. 

The Government issued a statement in the Kurjer Poranny 
defending the breaking up of the large estates. . 

September 27th.—The Government announced that the French 
monetary decision would have no effect on the zloty. 

The Belgian Minister for Economic Affairs, M. van Isacker, arrived 
on an official visit to Warsaw. 

A swing to the Left was indicated by the results of the municipal 
electors in Lodz and Mlawa ; in Lodz the Socialists obtained 34 seats, 
the Nationalists, 26; the Jewish Parties, 12. There were no Govern- 
ment candidates. 

September 30th.—The first list was published of properties, totalling 
70,000 acres, to be expropriated for distribution among the peasants. 

October 2nd.—It was officially announced that there would be no 
change in monetary policy. 

October 4th.—The official Gazeta Polska, and other papers published 
an explanation of the need for overseas expansion, on the grounds of 
lack of 14 of the 24 basic raw materials, a surplus peasant population 
of 8,000,000, and the “ singularly defective economic structure of the 
Jews.” Poland did not demand colonies, it was stated, but access to 
raw materials and a place for settlement of her surplus population, 
particularly of the Jews. It was because she wished to solve this 
problem through international co-operation that she intended to take 
it to the Geneva forum. 

October 5th.—The Cabinet unanimously agreed that there was no 
necessity for altering the present monetary policy. 

October 6th.—A decree supplementing the Military Service Law 
of 1924 was announced, bringing able-bodied citizens not subject to 
immediate call in the event of mobilization into an auxiliary service, 
to be employed on work for the national defence and other public 


needs. 
M. Komarnicki’s speech on emigration at the Sixth Committee. 


(See League of Nations). 


Portugal. 


September 27th.—The Government decided, as the result of con- 
versations in Geneva, to send a representative to the International 
Committee for the Application of the Agreement regarding Non- 
Intervention in Spain. While making no reservations with regard to 
the London Committee, they maintained their reservations concerning 
the arms embargo. 

September 28th.—Senhor Monteiro’s letter ve the International 
Committee for the Application of the Agreement regarding Non- 
intervention in Spain. (See Great Britain). 
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umania. . 
September 22nd.—Official protest against German press reports 
of a railway linking Czechoslovakia and Russia for military purposes. 


(See Germany). 


South Africa. 
October 2nd.—Good-will Mission to India. (See India). 


Spain. 
September 23rd.—General de Llano’s troops captured two towns 


in Malaga province and Seville reported that the Government garrison 
at Lerida, near Huesca, had gone over to the insurgents. 

The control of the Great Southern Railway, largely a British 
concern, was reported to have been taken over by the railway 
workmen’s council, with the indulgence of the State representative. 

September 24th.—Protest by German Government against searching 
of premises of German Labour Front. (See Germany). 

Reports from Madrid stated that Government forces had flooded 
the valley of the Tagus above Talavera by opening the sluices of the 
Alberche dam, in order to cut the communications of Colonel Yagué’s 
column. 

The Italian Consul in Barcelona lodged a protest with the 
authorities against the arrest of two Italians at Puigcerda on Sep- 
tember 23rd by an anti-Fascist committee, on a charge of facilitating 
the secret passage of Italians from France into Spain, and demanded 
their immediate release. 

September 25th.—A broadcast ultimatum from General Mola, 
calling upon Bilbao to surrender, met with no reply, whereupon the 
General refused to promise the safety of the population from bombard- 
ment by air and from the sea. 

The insurgents claimed the capture of Arechaveleta, about 25 miles 
south of Bilbao. 

Two British subjects, reported to be carrying Spanish currency, 
were arrested by the insurgents on the point of crossing into Gibraltar. 

Sefior Alvarez del Vayo’s speech in the League Assembly. (See 
League of Nations). 

September 26th—A new Catalan Cabinet, headed by Sefior 
Taradellas, was formed by President Companys, containing three repre- 
sentatives of the Esquerra (Catalan Left), three of the Syndicalist 
C.N.T., two Socialists, one of the P.O.U.M., and one of the Union 
of Rabassaires. It issued a manifesto declaring a fight to the finish 
against Fascism, and announcing war measures, including provision 
for a centralized high command and compulsory service in the Militia. 

September 27th.—Note of protest to the League against the arms 
embargo. (See League of Nations). 

The Government in Madrid issued a manifesto stating that it was 
sub-ordinating all other efforts to the saving of the capital, and 
appealing to all anti-Fascist forces to co-operate in its defence. 

September 28th.—Toledo was captured by anti-Government troops 
under General Varela, and the garrison of the Alcazar relieved after a 
siege of seventy days. 

Bilbao and Santander were bombed by insurgent aeroplanes. 

A great increase in terrorist outrages was reported in Madrid and 


Bilbao. 
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The insurgents claimed to have broken the Government Siege 
of Cordoba. 

September 29th.—Senior Azana signed a decree confiscating the 
estates of all who had taken part in the insurrection. They were to 
be administered by a Committee of Frente Popular delegates and 
officials of the Ministry of Finance. 

The insurgent advance on Madrid began. 

Insurgent cruisers sank a Government destroyer and an armed 
trawler in the Straits, and seriously damaged the destroyer Gravina. 

News was received that Prince Charles of Bourbon-Sicily, brother- 
in-law of King Alfonso, had been killed in action at the relief of Toledo. 

Death of Don Alfonso Carlos, Carlist claimant to the throne. (See 
Austria). 

September 30th.—Reports from Madrid stated that the Minister 
of War had ordered the mobilization of reservists of the 1932 and 
1933 classes, and that the Corporation had voted a credit of 20,000,000 
pesetas for food supplies. A decree was published admitting to the 
army militia officers and all ranks whose qualifications satisfied the 
War Office. 

The Catalan Government claimed the capture of Mount Aragon, 
Fuentetodos, and Aguilon, in the Huesca sector. 

Government aircraft bombarded Torrijos, Talavera and Tajo. 

It was learnt that the Junta at Burgos had issued a decree appoint- 
ing General Franco Supreme Head of the Nationalist Government 
and C.-in-C. of the Spanish Army. 

Insurgent aeroplanes from Seville bombed the principal railway 
stations of Madrid and dropped leaflets in other parts of the city, 
advising its surrender. 

October 1st.—The Cortes met, and after granting a Bill of Indemnity 
giving special powers to the Cabinet, and approving the Basque Home 
Rule Statute and the Budgetary estimates for 1937, rose until Decem- 
ber 1st. The speaker, Sefior Martinez Barrio, said the presence of the 
House in session was the best condemnation of the rebellion, which 
would be fought to a finish. The Prime Minister, Sefior Caballero, 
stated that he had been unsuccessful in persuading the Syndicalist 
C.N.T. to take part in the Government, but that they would be repre- 
sented in the inspection of Ministries. 

The first exchange of prisoners was reported, the Mayor of Bilbao 
having been liberated against a Monarchist Deputy, both being sent 
to France. 

The Government reported the repulse of an insurgent attack on 
Olias, and a successful counter-attack on Bargas, near Toledo. 

The insurgents were reported to have gained almost complete 
control of the Straits, and to have landed 3,000 Moorish troops at 
Algeciras. 

Street battles in Bilbao were reported between Anarchists and 
the Basque Nationalists, who wished to capitulate before the town 
was destroyed by bombing aircraft. 

The British Chamber of Commerce for Spain. (See Great Britain). 

General Franco arrived at Burgos and was_ invested with 
the title of C.-in-C. of the insurgent army and “ Chief of the 
Spanish State.’’ Addressing the crowds he said that the Government, 
although one of authority, would govern for the people. The fate of 
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civilization was being decided in Spain; they were about to revive 
the Spanish Empire. 

The Embassy at the Vatican taken over by a representative of 
the Government of Burgos. (See Vatican). 

October 2nd.—General Franco issued a decree establishing a 
“Technical Council of State,” with special committees for defence, 
justice, commerce, etc. 

In a proclamation to the people he announced that the “* New 
Spain’ would be ruled by a corporative system similar to the Portu- 
cuese. Minimum wages would be established; all workers’ rights 
previously obtained would be respected; taxation would bear an 
equitable relation to profits; the peasants would be helped to obtain 
independent work on their own land ; a concordat would be made with 
the Roman Catholic Church ; they would maintain the best relations 
with all countries except Soviet lands, of which the new Spain would 
be the enemy. 

It was reported that insurgent troops had begun an attack on 
Sigiienza, 75 miles north-east of Madrid, and that General Queipo de 
Llano’s forces had captured Alcala La Real (30 miles north-west of 
Granada), which was considered the strategical key of the Southern 
Railway, thereby establishing direct road communication between 
Granada and Cordoba. 

The decision of the Generalitat in Barcelona to mobilize all male 
citizens between 20 and 30 vears of age was announced. Decrees were 
issued for the immediate mobilization of all former non-commissioned 
officers and all persons with technical training in the Artillery up to 
the age of 40. The Anti-Fascist Committee of Fifteen, which had 
been in control of military operations was stated to have dissolved 
itself and to have handed over all its powers to the proletarian 
Government. 

The Catalan Government’s forces were reported to have taken 
several towns as far as Villalba Alta, some 21 miles north of Teruel, 
and to have made a new forward thrust. 

Reports from Madrid stated that, in spite of the Government’s 
efforts to check outrages, the reign of terror had grown worse. 

Memorandum on alleged intervention issued by Spanish Delega- 
tion at Geneva. (See League of Nations). 

Mr. Eden’s telegram re intervention, to the British National 
Council of Labour. (See League of Nations). 

Ninety Militiamen, who had taken possession of the Toledo 
Seminary, surrendered after the building had been set on fire, and 
were executed. 

October 4th.—General Franco was reported to have sent a telegram 
to his representative in London, contradicting rumours that the 
insurgents had promised bases in Morocco to any Power, and stating 
that the National movement would respect the treaties in force. It 
was understood that the assurance also extended to the Balearic 
Islands. 

Don Belarmino Tomas, a Socialist leader of the Asturias miners, 
was stated to have been appointed Governor-General of Asturias 
and Leon, with orders to capture Oviedo at all costs. 

The recent capture by insurgents of the island of Iviza, in the 
Balearic group, was confirmed. 
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It was learnt that an official communiqué had been broadcast 
warning foreign ships to leave ports on the east coast between Malaga 
and Barcelona, owing to projected bombardment by Nationalist way. 
ships, as a reprisal for the Government Fleet’s bombardment of ports 
on the north coast. 

Madrid and Bilbao were reported to have been bombed. 

The Government ordered all Spaniards to pay into the Bank of 
Spain any gold or foreign money they possessed. 

October 5th.—General Franco was stated to have announced that 
his preparations for the siege of Madrid were complete. The first 
objectives of the imminent offensive were reported to be Algodor 
and Aranjuez, the latter on the Madrid-Albacete railway ; 150,000 
men were said to have been massed for the advance. 

Malaga was reported to be in a state of anarchy, with the com. 
mittees of the different Communist Unions disputing each other's 
authority, and the shooting of prisoners continuing daily. 

October 6th.—Fresh regulations were issued in Madrid forbidding 
terrorist activities. 

It was reported that the Left Press in Barcelona was agitating 
for a unified command in Madrid. 

Insurgent forces were stated to have captured Motril, east of 
Malaga. 

The Government militia launched a new attack on Oviedo. The 
capture of Motrico, in the Bilbao sector, was claimed for the Government. 


Sweden. 


September 23rd.—The Government resigned and the King asked 


_ Hr. Hansson to form a Cabinet. 

September 27th—Hr. Hansson (Social Democrat) formed a 
Coalition Cabinet of Agrarians and Social-Democrats, with Hr. 
Sandler (Social Democrat) as Minister for Foreign Affairs, and Hr. 
Pehrsson (Agrarian, and former Prime Minister) as Minister of Agr- 
culture. The Agrarians received four seats. 

September 28th.—In his Ministerial address, Hr. Hansson said 
the decision to strengthen the national defences would be carried out, 
and foreign policy would remain unchanged. Internal _ policy 
would be based upon the mutual understanding of the different political 
tendencies. 


Switzerland. 

September 26th.—The Federal Council held a meeting in the morning 
at which it was decided to maintain the existing gold parity of the 
Swiss franc. In the afternoon, however, following a heavy loss of gold, 
it was decided to propose a devaluation of the currency and to close 
the Bourse for two days. 

September 27th.—The Federal Council requested the National Bank 
to fix the gold value of the franc at between 190 and 215 milligrammes 
of fine gold, corresponding to a devaluation of between 26 and 34.5 
per cent. A decree was proclaimed forbidding the raising of prices. 

In a broadcast explanation of the decision, Dr. Meyer, President 
of the Confederation and Chief of the Federal Finance Department, 
said that the Swiss franc was not in immediate danger, but that the 
Three-Power agreement accompanying the French currency devalua- 
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tion had encouraged Switzerland to join in an attempt at international 
stabilization. 

September 28th.—The Council of State adopted the Government’s 
devaluation proposals by 36 votes to 5. 

September 29th.—The Lower Chamber of Parliament approved 
the Government’s monetary policy. 

It was officially stated that the free movement of gold would be 
maintained and that an Exchange Equalization fund would be created. 

October 4th.—It was learnt that the Government had promulgated 
decrees to prevent a rise in prices, particularly of foodstuffs. Traders 
who raised their prices were liable to a fine of 20,000 francs and 12 
months’ imprisonment. It was stated that the Government would 
reduce customs duties on foodstuffs and articles of prime necessity, 
and would examine the question of reducing or abolishing certain 
mport quotas. 

October 6th.—The National Council unanimously adopted a 
proposal for the reorganization and reinforcement of the Army. Herr 
Minger, chief of the Federal Military Department, said they could 
not concentrate all their defences on the northern front, and in view 
of the international situation they should watch on all fronts. 


Turkey. 
September 28th.—It .was announced that the Government had 


adopted the pound sterling, instead of the French franc, as the basis 
for their currency. The buying rate was fixed at £16.35, and the selling 
rate at {T6.38 to the pound. (The closing rate in London, on 


September 25th, was £16.34 to the pound sterling). 
U.S.A. 


September 26th.—Franco-British-American monetary agreement. 
(See France). 

Mr. Morganthau, Secretary to the Treasury, in an interview with 
the Press, requested publicity for the information that the Soviet 
State Bank had offered {1,000,000 in New York, at any price, and 
that the sterling had been bought up by the Exchange Stabilization 
fund. He implied that the Russian offering was a raid against the 
Three-Power monetary agreement. 

September 28th.—Officials in Washington stated that British, 
French and American stabilization funds would henceforth be ad- 
ministered in the closest co-operation. Of the American fund of 
£400,000,000, only £40,000,000 had been released for the maintenance 
of currency equilibrium. 

Official Soviet denial of Mr. Morgenthau’s charges. (See U.S.S.R.) 

September 30th.—In a speech at Syracuse attacking his opponents, 
Mr. Roosevelt refuted the charge of Communist sympathies, and 
claimed that the New Deal had checked the drift towards Radicalism. 

Mr. Earl Browder, the Communist candidate for the presidency, 
was arrested with two companions on a charge of vagrancy, at Terre- 
haute, Indiana, where he had arrived to make a political speech. The 
Chief of Police stated that he would not permit any member of the 
Communist Party to speak at Terrehaute. 

__ A strike of seamen occurred in the liner President Roosevelt, and 
in two other vessels. 
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October 1st.—Speaking at Pittsburgh, Mr. Roosevelt said that j 
the national income continued to rise at the present rate, the receipts 
of the Government would be sufficient in a year or two to balance the 
annual Budget without additional taxation. 

Mr. Alfred Smith asserted, in a speech in New York, that the 
remedy for all the ills they were suffering under the New Deal was 
the election of Governor Landon. 

October 2nd.—Mr. Cordell Hull, in answer to enquiries regarding 
the proposed Pan-American peace pact, stated that the pact would 
bind the 21 Republics to the principle of peaceful settlement oj 
disputes ; not to go to war without formal declaration ; to ban arms 
and munition shipments to belligerent nations (except where an 
American State was at war with a non-American State) ; to collaborate 
in barring loans and credits to warring American nations; and to set 
up a permanent international consultative committee. Signatories 
would be exempt from obligations which were irreconcilable with 
their allegiance to the League of Nations. 

October 6th.—Questioned, during his visit to Washington, as to 
whether some engagement might be made not to resort to a further 
devaluation of the dollar under the powers still possessed by the 
Executive, Mr. Roosevelt said the primary purpose of devaluation 
was to affect favourably the American price level, and he believed 
the Government should be left with emergency powers which might 
be used in the event of unexpected action by one or more nations— 
“* something like a world convulsion.” 


U.S.S.R. 


September 25th.—In an address at the military manceuvres in 
Moscow, Marshal Voroshiloff said the Red Army was intended solely 
for defensive purposes; Russia might at any moment become the 
object of a military assault, but they were prepared to meet the 
enemy. 

September 26th.—The Soviet State Bank’s offer of £1,000,000 
sterling in New York. (See U.S.A.) 

September 27th.—The appointment was announced of M. Yezhoff 
as People’s Commissar of Internal Defence in place of M. Yagoda. 
The latter was transferred to the post of Commissar of Posts and Tele- 
graphs in place of M. Rizkoff. 

The Foreign Office denied without comment charges made by 
Mr. Morgenthau that the Soviet State Bank had made an attempt to 
drive down the pound sterling by selling £1,000,000 sterling in New 
York. 

September 28th.—It was stated that the sale of the £1,000,000 in 
New York was a routine business transaction for the purpose of making 
a dollar payment due to Sweden. 

October 1st.—The Commissar of the Timber Industry and the Chief 
of the Broadcasting Department were replaced. 

It was reported that a steamer had left Odessa, carrying food 
supplies to Spain. 

September 30th.—M. Yagoda’s chief assistant at the Commissariat 
of Internal Defence, M. Prokofieff, was also transferred to the Com- 
missariat of Posts and Telegraphs. 
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October 6th.—The Government were reported to have broken up 
several hundred State farms in South Russia, the Caucasus and 
Siberia, and to have distributed the land among the collective farms 
(Kolkhozi). Farms belonging to the co-operative organizations were 
also being liquidated. The reasons for the change in policy were 
attributed to bad management, lack of profit, and arrears of unpaid 


wages. 


Vatican City. 
October 2nd.—The Spanish Ambassador, Sefior Zulueta, left Rome 


owing to difficulties with his staff. The Embassy was taken over by 
Sefior de la Mora, in the name of the Government of Burgos. 





FORTHCOMING EVENTS. 


1930 


In Session ... ™Twenty-second (Maritime) Session of the 
International Labour Conference ae Geneva 


October 12th ... *Technical Sub-Committee of the Fiscal 
Committee ae bs. A. Bs Geneva 


October 12th ... *Committee of Statistical Experts Geneva 
October 15th .. *Fiscal Committee — Geneva 
October 27th ... *Permanent Mandates Commission Geneva 
November 3rd ... American Presidential Election J.S.A. 


November 12th ... *Seventy-seventh Session of the Governing 
Body (I.L.O.) .... _ “ .. Geneva 


November 16th-17th *Migration Committee (I.L.O.) .. Geneva 
November 23rd ... *Permanent Central Opium Board Geneva 


November 29th ... Seventeenth Extraordinary All-Union 
Congress of Soviets ___.... Moscow 


December 1st — Pan-American Conference on Peace 


Machinery = we Buenos 
Aires 


* League of Nations or International Labour Office. 


Printed in Great Britain by Peal, Ashdown & Hart, Lid. 


339 











Journal of the Institute of Pacific Relations, Honolulu. 


Pacific Affairs 


An independent non-political review of current events 
and policies in the Pacific area. 





VOL. IX, No. 3. SEPTEMBER, 1936 





The Recoil of Westernization in the East J. H. Boeke 
The Price of the White Man’s Peace Richard C. Thurnwald 
A Key to the Maze of Chinese Literature Vernon Nash 
The Good Earth of China’s Model Province Chen Han-seng 
The Portent of Social Credit in Alberta H. F. Angus 


The Historical Setting of Inner Mongol Nationalism 
Owen Lattimore 


The Kra Canal William Ronan 


REPORTS ON RESEARCH 


A Soviet Study of the American Position in the Far East 
Harriet Moore 


PaciFic AFFAIRS BIBLIOGRAPHIES 


No. 11: Literature on the Chinese Soviet Movement 
Prepared by the Staff of the American Council 


COMMENT AND OPINION 
The Open Door and Neutrality Harold S. Quigley 
The Quest for Peace in the Pacific J. W. Pickersgill 


Book REVIEWS 





Published Quarterly 
Single Copies 2s. 6d. Annual Subscription tos 


Obtainable from 
THE ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 
Chatham House, 10, St. James’s Square, London, S.W.1 














